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Sh tats by 
all those people Stopped working overtime. 





Costs Cut in 100 Departments of Paramount Pictures Corp. 9 Free on request—an impartial. out- 
By Machines Purchased* from Remington Rand side authority's study of Para- 
mounts punched-card systems, 


In a business as complex as moving pictures—where hundreds of 
t 8 | Phone Remington Rand locally or 


people must coordinate their efforts to maintain production 
write on your business letterhead to 


Management Controls Reference 
be unavoidable. Yet Paramount Pictures slashed their overtime ra Room 1722. 315 Fourth 
by more than 82 through use of facts and figures produced New York 10, N.Y. Ask for 
by Remington Rand punched-card accounting. Yes, and they're ild Report No. 4806. 


schedules—you might expect that high overtime costs would 


getting many other dividends besides 

For instance they know by 3 P.M. TODAY how yester 
day's costs compare with yesterday's budget for each depar 
ment, for ea picture in production. Runaway costs are 
prompt 


Their payroll procedure is a miracle of speed and accuracy 


even though it involves approximately 50 union contracts and 


numerous other variations peculiar to the motion picture industry 
*Paramount even saves money on the punched-card equip 
ment itself, for by choosing Remington Rand machines they 
were able to Auy rather than rent, thereby cutting their annual 


equipment cost by more than 40‘ 


to 


Candidates (| | 
for the oe ife 


EXAMINATION 


IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 


A Correspondence School Since 1903 


Ag 209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINGIS 





FOR BETTER RECORD KEEPING 


THERE’S NOTHING LIKE VOT 


Microfilming is today’s quick photographic process for 
copying records. 


It saves space, by reducing bulky files to compact rolls of 


microfilm ... saves 9915‘ 


¢ of space. 


It saves time, by copying documents at speeds unapproached 


by any other method. 


It saves money, by materially lessening filing equipment, 


storage and working space requirements. 


It assures accuracy, by copying original documents com- 


pletely and with photographic exactness. 


It assures protection, by safeguarding records against 


misfiling, alteration or theft. 


It simplifies reference, by facilitating the location of docu- 


ment data. 


FOR THE BEST IN MICROFILMING 


THERE’S NOTHING LIKE Burroug Ss 


Burroughs offers you the finest in microfilming equipment 
precision-built by Bell & Howell, an acknowledged leader 
in the manufacture of fine photographic equipment. 
Burroughs microfilming brings you high recording speeds 
—up to 400 check-size documents a minute! 

Burroughs microfilming brings you the film-saving economy 
of the greatest reduction ratio obtainable with high-speed 


microfilming 


Burroughs gives you the economic advantage of outright 


ownership 


And only Burroughs brings you the benefits of 60 years’ 
experience in mechanizing office methods to insure a micro- 
filming installation that is rght for your operations. 


Burroughs maintains 22 conveniently located laboratories 


for speedy processing. The Burroughs nationwide service 
High speed recorder—hand or auto- 
matic feed. Choice of 3 reduction 
ratios plus the economy of 8mm 
photography on lomm. film 


organization insures lasting satisfaction through efficient 


maintenance of equipment. 


For complete information on the advantages of Burroughs 

e- microfilming call your nearest Burroughs office, or write— 

(ANT NAMES /N Mic, TE s A 

WAPorr ROFL Ming Burroughs Adding Machine Company, Detroit 32, Michigan. 
< ) ee — ‘ 

elle Howell || Burroughs 


MANUFACTURER | DISTRIBUTOR 


WHEREVER THERE'S BUSINESS THERE'S 


Burroughs © 
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RECORDS RETENTION IN THE INSURANCE FIELD 


Editors, THE CONTROLLER: 

I cou!d not resist the urge to congratu- 
late you on including in THE CONTROL- 
LER the very pertinent subject of Record 
Retention or, from one viewpoint, destruc- 
tion of useless records. (‘Tackling the 
Problem of Records Retention” by Paul 
Haase, p. 111, THE CONTROLLER, March, 
1950.) 

This is really a current problem, prob- 
ably on account of the real need today of 
watching each dollar of expenditure and 
secing that full value is received. I’m only 
repeating the substance of your article 
when I say the high space value and labor 
cost of today makes it necessary to review 
all previously conceived ideas of retention 
of records. 

In our own company these space and 
labor factors are extremely important be- 
cause the life business is con- 
ducive to the use of many forms and other 
long-term nature of our 
business means long retention during ac- 
tive life. By active life in our field we gen- 
erally mean not only the length of time 


insurance 


records and the 


that an insurance policy is in force, but 
also during the time the proceeds are be- 
ing paid to the beneficiary under a sup- 
plementary mode of payment other than 
by the lump-sum settlement method. It is 
easily understood that 
tive life—meaning the greater portion of 
the lives of two individuals running con- 
sccutively—may well be a hundred years 
or more. 

We have for some time been actively 
pursuing this problem. I was pleased, 


this so-called ac- 


when reading your article, to recognize 
that we had followed all the steps you 
mentioned including the sources of infor- 
mation and other data in your article of 
December, 1948 in THE CONTROLLER 
We are now coming close to the end of 
our program and we feel that the results of 
the effort made were well worth while 
The use of microfilm equipment has 
been included in our plans, but, unfortu- 
nately, many of the records of a company 
like ours consist of a number of records in 
an individual file grouped in such form 
that microfilming is not always possible. 
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Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 














In addition, many older, handwritten rec- 
ords cannot be reproduced on account of 
the deterioration of age. 

I have probably written a longer letter 
than I first intended but again I want to 
say that I think you have “hit the nail on 
the head”’ in bringing to attention this al- 
ways pertinent problem which today is 
more important than ever. 

CHARLES H. YARDLEY 

Second Vice President & Comp- 
troller 

The Penn Mutual Life Insurance 
Company 

Philadelphia 


“RECORDS” BILLS FAIL 
Lditors, THE CONTROLLER: 

I see by the papers that Governor De wey 
of New York has vetoed three measures 
passed by the Legislature which would 
have permitted microfilming of original 
business records for admissibility in evi- 
dence. Too bad! Now we'll have 
tinue keeping records that we might have 
disposed of. 

Your articles on this problem of rec- 
ords preservation are appreciated. I hope 
you keep bringing the problem and possi- 
ble solutions to the fore. Perhaps some day 
we will develop enough consciousness of 
the problem to get somewhere with gov- 
ernors, legislators, lawyers and all the 
others who insist that we keep records that 
long-since have served any useful purposes 
and keep costing us dollars for storage 
equipment and space. 


to con- 


EP. 


SELF-EVIDENT TRUTH 
Editors, THE CONTROLLER: 

The excellent article by John F. Gordon, 
general manager of Cadillac Motors, in 
your June issue (‘Current Problems Fac- 
ing General Management p. 251) brings 
to mind the oft-quoted statement on ‘The 
Penalty of Leac ership’ which first ap- 
peared, if I recall correctly, in an advertise- 
ment about Cadillac cars many years ago 

The self-evident truths of “The Penalty 
of Leadership’ deserve repetition. I am 
attaching a copy in case you have room for 
it in a future issue. 

G. $B. 


THE PENALTY OF LEADERSHIP 

In every field of human endeavor, he that 
first must perpetually live in the white 
: Whether the leadership 
be vested in a man or in a 


it of publicity 
manufactured 
product, emulation and envy are ever at 
work. In art, in literature, in music, in in 
dustry, the reward and the punishment are 
always the same. The reward ts widespread 
recognition; the punishment, fierce denial 





INARA RS 


Does an industry 
pension pattern 
exactly fit your 
business... 


---or will variations within the pattern mean 
a better pension plan for your company? 


| shew you adopt a pension plan based on an 


industry pattern investigate all variations that 


can be made within the pattern. You may find that 
even a slight departure from the industry pattern 
will enable you to develop a pension plan better 
fitted to your business and employees. 

The accumulated knowledge gained by our Pen- 
sion Trust Division through years of pension expe- 


rience is available to you. We shall be glad to 


estimate the cost of a pension plan for your company 
or to discuss with you any pension problem you may 


have. No obligation whatever. 


w call the City Bank Farmers Trust 
pany or The National City Bank of New 


{sk for our Pension Booklet 





We act as trustee under pension plans 
and as agent for individual trustees. 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
{ffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 





and detraction. When a man's work be- 
comes a standard for the whole world, it 
also becomes a target for the shafts of the 
envious few. If his work be merely mediocre, 
he will be left severely alone—if he achieve 
a masterpiece, it will set a million tongues 
a-wagging. Jealousy does not protrude its 
forked tongue at the artist who produces a 
commonplace painting. Whatsoever you 
write, or paint, or play, or sing, or build, no 
one will strive to surpass or to slander you, 
unless your work be stamped with the seal 
of genius. Long, long after a great work or 
a good work has been done, those who are 
disappointed or envious continue to cry out 
that it cannot be done. Spiteful little voices 
in the domain of art were raised against our 
own Whistler as a mountebank, long after 
the big world had acclaimed him its greatest 
artistic genius. Multitudes flocked to Bay- 
reuth to worship at the musical shrine of 
Wagner, while the little group of those 
whom he had dethroned and displaced ar- 


i ats 


OO ise cele c@® 
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Editors are “curious cusses,” especially 
about such topics as “who reads our publi- 
cation?’ Last Fall, THE CONTROLLER 
asked subscribers to identify, by title, the 
pass-on readers in their organization. 

We found, to our great pleasure, that 
presidents, vice presidents, board chair- 
men, in large numbers read THE CONTROL- 
LER. All these—v» addition to controllers, 
treasurers, heads of auditing and account- 
ing departments, 

It is gratifying that so many executives 
on the policy-making level find THE Con- 
TROLLER worth while. Kudos, when un- 
solicited, is sweet indeed 

However, we are not modeling any 
laurel wreaths for our chapeaux, We in- 
tend to keep right on trying to make THE 


gued angrily that he was no musician at all. 
The little world continued to protest that 
Fulton could never build a steamboat, while 
the big world flocked to the river banks to 
see his boat steam by. The leader is assailed 
because he is a leader, and the effort to equal 
him is merely added proof of that leader- 
ship. Failing to equal or to excel, the fol- 
lower seeks to depreciate and to destroy— 
but only confirms once more the superiority 
of that which he strives to supplant. There 
is nothing new in this. It is as old as the 
world and as old as the human passions— 
envy, fear, greed, ambition, and the desire 
to surpass. And it all avails nothing. If the 
leader truly leads, he remains—the leader. 
Master-poet, master-painter, master-work- 
man, each in his turn is assailed, and each 
holds his laurels through the ages. That 
which is good or great makes itself known, 
no matter how loud the clamour of denial. 
That which deserves to live—lives. 


Copyright, Cadillac Motor Car Co. 


agers, personnel managers, sales managers. 
These unexpected titles are particularly 
pleasant ‘‘finds,” since they are a tacit rec- 
ognition of the broad-gauge thinking that 
goes into articles in THE CONTROLLER. 

Recently (our April survey), we asked 
you to tell us which of our departments you 
read regularly. 99% of those of you who 
answered, responded to this question. And 
80.6% of the respondents, for example, 
are regular readers of ‘Current Comment.” 
Less than .5 of one per cent told us that 
they “seldom” read this column—and sev- 
eral of these explained that the pressure 
of time, rather than lack of interest, was 
the cause. 

Readers of departments are always dear 
to an editor's heart since this material is 





















































CONTROLLER the best publication that we, 
with your co operation, can make it. 

As a sidelight on “Who's Who” among 
THE CONTROLLER'S readers, the group 
also includes factory managers, works man- 


THE CONTROLLER 


staff originated. We like to be liked, of 

course, but we also enjoy knowing that our 

material ranks with interest beside the fea- 

ture material. So we're glad we asked and 
. thanks jor le lling us! 


JULY 1950 
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BOOK DIGEST BOUQUET! 
Editors, THE CONTROLLER: 

I want to compliment you on the Book 
Digests you have published as supplements 
from time to time. They are splendid and I 
appreciate them very much, They certainly 
make a wonderful contribution to those 
who do not have time to read very much. 

J. U. SUHREN 
Controller 
Moorman Mfg. Co. 
Quincy, Illinois 


The first Controllership Foundation Book 
Digest, "Forecasting for Profit” by Wilson 
Wright, appeared as an 8p. supplement to 
the January, 1950 issue of THE CONTROLLER. 

The second, "Top Management Organiza- 
tion and Control” by Holden-Fish-Smith, 
was a 12p. supplement to the May, 1950 
issue. 


—The Editors 


PENSION COSTS BOOKLET 
Editors, THE CONTROLLER: 

Several of us have read with much in- 
terest Mr. Shreiner’s article in your Feb- 
ruary, 1950 issue. (“Current Confusions 
About Pension Plans,” p. 57) 

It occurred to us that because of your 
interest in the subject, you may like to have 
the attached copy of a recent booklet pub- 
lished, personally, by Mr. Edwin C. Mc- 
Donald, a vice president of our company. 


Frep ULMER, Manager 

Group Division 

Metropolitan Life Insurance Co. 
New York 


The title of Mr. McDenald’s booklet is 
“Pensions and Group Insurance.” It is sub- 
titled "A Brief Discussion With Some Cost 
Estimates.” 

—The Editors 


REPRINT OFFER 
Editors, THE CONTROLLER: 

The enclosed paper, PROFIT LEAKS: 
How to Find Them and Plug Them, 
which appeared in Factory Management 
and Maintenance, has received some at- 
tention from controllers throughout the 
country. It seems that although the article 
was published in a factory magazine, the 
contents expressed, in part, the targets set 
as being within the scope of a controller's 
functions. I had controllers in mind while 
preparing it, for we believe our future 
rests with the growth of the control move- 
ment within companies. 

We have had some reprints prepared 
and are writing to some of the local con- 
trollers to determine if they would like 
one copy for their company. We are keep- 
ing the distribution limited for the re- 
prints were very expensive. 

However, if the idea meets with your 
approval and you would care to place a 





note in your fine magazine, we would be 
glad to forward copies, at our expense, to 
other controllers in other parts of the 
country, giving them first choice on the 
reprints, 

You may be proud to know of the in- 
fluence of your excellent magazine. My 
article, Less Work Per Unit of Produc- 
tion, although appearing in your magazine 
some two years ago (April, 1948—p. 
180) is still bringing us questions. 

EDMUND JOHN McCorMICK 
McCormick & Company 
Yonkers, N. Y. 

Requests for Mr. McCormick's reprint can 
be sent to the Managing Editor, THE CON- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 

The Editors 


A REMARKABLE CHART 
Editors, THE CONTROLLER: 

In the April 1949 issue of THE Con- 
TROLLER there was published an article, 
"A Remarkable Chart,” with a graph. 
The pressure from friends and associates 
to obtain a copy of this remarkable chart 
has lead me to write you to request four 
— of this item. We will appreciate you 
billing any costs involved. 

M. J. MALISON 

Empire Livestock Marketing 
Cooperative, Inc. 

Ithaca, N. Y. 


The chart referred to is on page 152 of 
the April 1949 issue of THE CONTROLLER 
and is believed to have been drawn up in 
Civil War days (by someone now unknown) 
forecasting major depressions and years of 
good times and high prices from 1816 to 
1993! The surprising accuracy of the author 
of the chart has proved very interesting. 

—The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page. 

The Editors 





WHO'S PLANNING PENSIONS? 
Editors, THE CONTROLLER: 


I acknowledge with thanks the book 
“Successful Pension Planning’’ which has 
just been received. I assure you that this 
will be read and studied with interest, 
especially by our Industrial Relations De- 
partment. 

G. T. BODMAN 

Assistant Controller 
Continental Oil Company 
Ponca City, Oklahoma 


This letter of thanks will be forwarded to 
the publishers, Prentice-Hall, who offered 
the booklet, “Successful Pension Planning” 
by Arthur J. Meuche free to interested read- 
ers in our April 1950 issue of THE CON- 
TROLLER. 

Who's interested in pension plans? Copies 
were requested by controllers, assistant con- 
trollers, works accountants, office managers, 
directors of budgets and professors of ac- 
counting as well as presidents, vice presi- 
dents, secretaries, treasurers and assistant 
treasurers in the following fields: news- 
paper, food, power, transportation, milk, 
warehousing, airlines, lumber, candy, music, 
armsmaking, welfare associations, manufac- 
turing, printing, insurance, cosmetics, poul- 
try and livestock, management, clay and 
porcelain and education! We hope they all 
will pass them along where they will do 
the most good. 

The Editors 





REACTIONS 

Editors, THE CONTROLLER: 
I note from the Wall Street Journal 
(May 3rd edition) that the Controllers In- 
stitute surveyed its membership regarding 


TO MILLS BILL 


reactions to the Mills Bill. Was this pub- 
lished in THE CONTROLLER or some other 


publication of the Institute ? 
B. L 


The summary of the Institute's questionnaire survey of its members was published in its 
Members’ Bulletin” (dated April 25). It follows: 


1. Do you favor the Mills Bill? 


Yes No Not Voting 


60 1225 1¢ 


2. Would your answer to Question 1 be the same if the Mills 
Bill were an alternative to an increase in the federal income 


tax rate on corporations; 


(a) If the Mills Bill is enacted, will you have to borrow ad- 


ditional funds to meet income tax obligations 
(b) Would the accelerated tax payments required by the Mills 
Bill cause actual hardship to your company, other than added 
interest costs? 
4. Will you be in a position to prepare tax returns and determine 
final liability within the time allowed in the Mills Bill 992 250 


The Editors 
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YOU'RE RIGHT! 


THIS SCALE iS AN 
ptecounting 


MACHINE 


These weight figures originate at 
many points throughout your plant 
—in receiving, shipping and in pro- 
duction departments—supplying 
basic information that affects your 
inventories, receivables, payables 
and the final profit figure! That's 
why it’s so important to control your 
costs with Toledo PRINTWEIGH 
Scales! 

STOP HUMAN ERRORS 
Printweigh eliminates human errors 
in reading, recording, remembering; 
gives your accounting department 
accurate printed records of each 
weighing operation... prints big, 
clear figures ...on thick tickets... 
on large or small sheets . . . on strips 

. with extra copies. 


TOLEDO 


HEADQUARTERS FOR SCALES 


eC ee me ee ee eee eee eee ee ey 


Toledo Scale Company, Toledo 1, Ohio 


Please send me bulletin 2037 describ- 
ing PRINT WEIGH controlled weights. 


Name 
Compasy__.__ 
Address 


City 


iti hh kn ee ee ee | 
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Reverse English! 


Employers commonly look at an applicant's resume to see 
whether he has moved rapidly from job to job. They tend 
to regard too much movement as evidence of instability. Per- 
haps it is fair that a controller considering a proffered job 
should know whether the job has moved rapidly from man 
to man! It might be evidence of something unusual about 
the management which the controller would have the right 
to know in considering the job. 


It's a Citizen’s Duty to Speak Up! 


“Write your Congressman” is a familiar phrase to all of 
us today. We hear it and read it in communications from 
various organizations. Perhaps it tends to be ignored because 
it has become associated in the minds of many of us with 
pressure lobbies designed to tell us just what to think and 
to put words in our mouths. 

There is another way to look at it: the competitive angle. 
Certainly the lobbies representing farmers, labor unions, and 
the silver producers are well organized and put words in the 
mouths of many. They wield influence. 

But, what about the millions upon millions of owners of 
equities in American corporations—the millions upon mil- 
lions of owners of government bonds who will be damaged 
by every penny’s worth of inflation? The millions upon mil- 
lions of owners of life insurance who are likewise damaged 
by inflation? 

As was forcefully pointed out by Benjamin Javits in his 
talk at the Buffalo Conference of the Controllers Institute, 
these great groups are unorganized. Almost daily, their in- 
terests are jeopardized or trod upon to favor the pet ideas of 
the more favored and better organized groups. 

It has never been the policy of the Controllers Institute 
and it is certainly not the editorial policy of this magazine to 
tell any reader what to think or what to say to his Congress- 
man. We do believe, 
mind him of his duty in this respect, as it is to remind every 
voter that it is his duty to vote in elections. Moreover, the 
of more than aver- 


however, that it is just as valid to re- 


fact that our readers are, to say the least, 
age intelligence and understanding, should give their com- 


ments a high value in the estimation of our legislators. 


THE CONTROLLER JULY 1950 
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What has been done to make the stockholders and bond- 
holders of your company aware of their duty and of the com- 
petitive threat which faces them by reason of the pressures 
of other lobbies? Almost every postage stamp that carries a 
dividend check runs off half-loaded. It could carry an addi- 
tional message at no added cost. 

Will readers give us the benefit of any ideas they have on 
this point? 


Controllers Have Hearts— 
That Can Quit 


The chart below tells a striking story that should be 
heeded by every controller. Why should the death rate from 
heart trouble be going down steadily over the years 7m ever) 
age group among the female side of the population? And im 
every male group except those two where most of the readers 
of this magazine are presently residing ( 35-54 years of age)? 

By the kind permission of Dr. William Berridge, Econo- 
mist of the Metropolitan Life Insurance Company, we're 
publishing the results of a careful study of this history. 


PRINCIPAL CARDIOVASCULAR-RENAL DISEASES 
ANNUAL DEATH RATES FOR WHITE PERSONS BY SEX AND AGE 
Metropolitan Life Insurance Company, Industrial Department 1911-1944 


DEATH RATES DEATH RATES 
PER 100,000 MALES FEMALES PER 100,000 
5000 — 5000 
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Show it to your wife! What does it mean to you in terms 
of planning your work, your vacations, making efforts to re- 
duce the tensions on you? Controllers are accustomed to read 
and heed figures and charts. Here is your chance to READ 
and HEED! 

—W ALTER MITCHELL JR. 
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Doniger’s gratifying experience with Underwood U d d C S 
Sundstrand Accounting Machines has been related n erwoo orporation 
over and over again... by thousands of enthusiastic Accounting Machines Adding Machines . 
users. Carbon Paper Ribbons 
Why not employ this speedy, flexible, money One Park Avenue, New York 16, N. Y. 
saving Sundstrand in your business? Underwood Lir 
You can use it for Accounts Receivable, Accounts Siles and Service Everywhere 
Payable, Payroll Records, Stock Records, Sales Analysis aria SLB 
Records ... and many other applications. i aah nian apa dasa tecas atlas acd a ie 55a 
Underwood Sundstrand operation is simple. . . Underwood Corporation r 
fast . . . easy. Even untrained personnel acquire One Park 
speed and proficiency after only a few hours’ prac- Please send me new illustrated folder describing the time- 
tice. The operator has only 10 figure keys to learn and money-saving advantages of Usderwood Sundstrand 
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“Ww 511,2199° 


wages for 
stenographer over 
5-year period* 





$14,250 


list price of 
typewriter she uses 
during 5-year 
period 





Have you looked into these facts of office economy? 


Do you realize how much you pay an operator compared 
to how little you pay for the business tool she uses? 

So doesn't it make sense to equip your typists and secre- 
taries with up-to-date, efficient typewriters—the machine 
tools of the business office? 

Look into these facts of business economy now. Remem- 
ber that reliable, efficient typists and secretaries are worth 
their weight in gold. They deserve Gray Magic Royals. 

You'll get better work—more work—and the special 
kind of morale that comes to people using that best of all 
typewriters — Royal 

lypists prefer Royals more than 2% to | over any 
other make. They have more time- and work-saving fea- 
tures than any other typewriter, plus these two Royal 
exclusives 
“Magic’’ Margin: The single greatest operator benefit 
ever invented! The easiest and quickest method known to 


For the utmost in 
business efficiency and economy ... 


STANDARD and ELECTRIC 


set margins. Only Royal has it! 

Finger-Flow Keys! Shaped to contour ot finger tips, keys 
promote easier, faster typing and give extra finger clear- 
ance. Only Royal has them! 

Royals spend more time on the job. . . less time out 
for repairs. They have built-in value which comes from 
the highest quality of workmanship and materials. What- 
ever your typing need, whether your work requires Stand- 
ard or Electric Typewriters, Royals will lower unit costs 
by giving greater production. Try a Royal in your own 
office and let your own experience be your proof. 

Your Royal representative is a specialist in the business- 
writing field. Call him today! 


* Based on average salaries of general stenographers as reported 
by United States Department of Labor, 1949, for 18 large cities 


Made by the World's Largest Manufacturer of Typewriters 


‘Magic™ s a registered trade-raark of Royal Typewriter (‘ompany, Inc 








Tax Mistakes Are Costly 


Marshall Granger, C.P.A. 


“gestae every business executive re- 
views at least periodically, if not con- 
sistently, the propriety of and necessity 
for the various items of costs and expenses 
of his company’s operations. His assistants 
are constantly on the alert for economies 
and new ideas and procedures to cut costs 
and manufacturing, selling and adminis- 
trative expenses. If they can be reduced 
by changed or improved methods, he 
promptly issues the necessary instructions. 
He is at all times profit-conscious. 

But this same executive and his assist- 
ants frequently lose sight of the fact that 
profits must be divided with the tax col- 
lector. Sometimes, when the state collectors 
as well as the federal are considered this 
division is almost on a fifty-fifty basis. The 
executive, nevertheless, is seldom aware of 
the fact that there is as great need for tax 
minimization as there is for cost and ex- 
pense reductions. After all, out of a dollar 
saved by expense reduction only 50 or 60 
cents is left after taxes, but a reduction of 
a dollar in federal income taxes leaves a 
dollar, or very close to it, in the corpora- 
tion’s bank account. 

As a result of this widespread lack of 
appreciation of the importance of taxes, it 
is not unusual in many organizations, large 
and small, to operate the business through- 
out the year with consideration only to the 
net income line “before taxes” in the mis- 
taken belief that taxes are a necessary evil 
and that ‘‘what can’t be cured must be en- 
dured.”” Therefore, the tax problem to 
many corporations consists of filling in the 
return and computing the tax due some 
time after the books are closed and before 
the filing date. 

The weakness in this form of tax ad- 
ministration, if such it can be called, is 
that the year's transactions are then so much 
“water over the dam” and it is difficult, if 
not impossible to shape retroactively any 
of the transactions with a view toward pay- 
ing only the minimum legal tax. 

The purpose of this discussion is to 
direct attention to the desirability of ana- 
lyzing the tax consequences of any and all 
proposed transactions in advance so that 
they may be executed in the form that will 


yield the greatest tax saving. As an example 
of the results of a timely tax study of a 
pending transaction, here is an actual case 


THE ALPHA PRODUCTS CASE 


In 1942 Alpha Products Corporation 
needed additional floor space to use in 
manufacturing and assembling machine 
parts. A large four-story brick building ad- 
joining its plant was empty and was suit 
able for its requirements. The president of 
Alpha Products looked into the matter 
and found that this building and the land 
under it could be purchased for $300,000 
It was owned by Stillwell Cotton Corpora- 
tion which in turn was owned by a well 
known textile company. In 1926 all of the 
machinery had been moved out of this 
building to a new southern plant erected 
by the parent company. Since then Still- 
well Cotton Company had retained title 
to the land and building but otherwise had 
been dormant. 

The directors of the parent company 
offered to sell either all of the capital 
stock or simply the real estate for the price 
of $300,000. After conferring with his 
legal department and discussing the matter 
at a board meeting the president decided to 
purchase the real estate. The attorneys 
disapproved of the purchase of the capital 
stock of the subsidiary company as a means 


Pitfalls lie in the path of the busi- 
nessman who does not remain 
tax-conscious in all his actions 


of acquiring the building because of the 
danger of undisclosed liabilities such as old 
unsettled law suits, tax assessments, et 
cetera 

Fortunately, Alpha Products Corpora- 
tion did not go ahead with this plan. It de- 
cided to make a further study and a “‘sec- 
ond review.” Its tax expert now went to 
work. He was given all the facts. This one 
move resulted in a tax saving so substantial 
that it surpassed all other profits from the 
acquisition of the a8 

After due study and conferences the tax 
man came up with his plan which was fol- 
lowed. It was to purchase the capital stock 
of Stillwell Cotton Corporation. Alpha 
Products thus acquired a useful subsidiary 
with a capital of $500,000 consisting of 
5,000 shares each of $100.00 par value and 
a surplus of $520,000. The seller guaran- 
teed the purchaser against any loss from 
undisclosed liabilities. One of the most 
profitable departments was immediately 
transferred to the newly acquired sub- 
sidiary and its large building. 

This method of purchasing the capital 
stock expanded the invested capital by 
$720,000 during the years of excess profits 
tax and consequently increased the exemp- 
tion from this tax by $57,600 (8% of 
$720,000), which resulted in an annual 
tax saving of over $20,000. Furthermore, 
the land was carried on the books of Still- 


MARSHALL GRANGER, certified public accountant of 
Marshall Granger & Company, New York City, is a direc- 
tor of the National Association of Cost Accountants and 
has served as president of the New York Chapter as well 
as a director of the New York State Society of Certified 
Public Accountants. He is also a member of the American 
Institute of Accountants and a certified public accountant 
of the States of Wisconsin, Missouri and New York. He has 
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lic accounting fields upon which to draw for his writing. 
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well Cotton Corporation, whose name was 
immediately changed to Alpha Valve Cor- 
poration, at $100,000 and the building at 
$2,400,000 less reserve for depreciation of 
$1,480,000 

Since these hgures represented actual 
cost to Alpha Valve Corporation the an 
nual allowance for depreciation for tax 
purposes was $48,000 (2% of $2,400,- 
000). If the pur- 
chased directly (instead of the capital 
stock) the annual depreciation deduction 
for tax purposes would have been $7,500 
a year or less, as the purchase price of 
$300,000 would have been allocated be- 
tween land and building and no more 
than a rate of 3% per annum could have 
been substantiated on the $250,000 allo- 
cated as cost of the building 


real estate had been 


THE BROWN PLASTIC CASE 


As contrasted with the foregoing case, 
here is one in which substantial hardship 
resulted from failure to consider the tax 
effects before taking action 

Brown Plastic Products Company placed 
a large order for a special plastic material 
made to its specifications as to both color 
and chemical content. The product made 
from this proved to be almost unsaleable 
and resulted in a loss of abdut $120,000 
That was a severe blow to a company of 
its size. The corporation's reputation in 
the industry suffered also and the two 
owners decided to abandon the business 
except for one popular specialty item 
which promised to be quite profitable. 

All the assets were sold at a further loss 
of $100,000 and the corporation was dis- 
solved. One of the owners, well along in 
years, took his share of the proceeds to 
California and retired. The other bought 
the old plant, at net book value, formed a 
new corporation and proceeded to manu 
facture and market his specialty product 
from one floor of the old plant while he 
rented the other floors to outsiders 

The most tragic part of this series of 
events 1s the The two 
owners had built up their business from a 


tax consequences 


small beginning through long years of 
received 
This re 


profitable operation ind 
dissolution about $500,000 each 
sulted in a capit il gains tax of approx! 
each The who 
corporation and 


a net profit ol 


upon 


mately $100,000 owner 


formed the new con 


tinued was able to show 


about $50,000 a year after deducting his 
this profit his federal in 


If these men 


own salary. On 


come tax was $19,000 a year 


had paused long enough to obtain good 


tax advice they would have found two im 


portant tax savings practically at their feet 


waiting to be picked up 
The tragic mistake was in dissolving 
Brown Plastic Products Company. Every 


thing they wished to accomplish could have 
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been done without dissolution. The assets 
other than the plant could have been sold 
just as was done and the corporation could 
then have purchased the capital stock of 
the owner who wished to retire. The tax 
consequences to him would thus have been 
identical with those under the plan actu- 
ally followed. 

But look at the possible improvement 
in the tax position of the other owner. In- 
stead of a capital gain of about $400,000 
and an income tax thereon of $100,000, 
he would have had no capital gains tax. 
Furthermore, the corporation which he now 
owned completely would have had a net 
operating loss of $100,000 ($220,000 less 
$120,000 carried back against net taxable 
income of the two preceding years), to 
carry forward as an offset against net 
taxable income of the balance of the year 


eee 


See 
the Book Review by J. H. Landman 
“TAXABLE AND BUSINESS INCOME” 
on page 320 of this issue and the arti- 
cle on the “Tax” on Taxes on page 330. 


Losk jor 
the forthcoming study by the Control- 
lership Foundation, Inc. on “Anticipat- 


ing the Tax Effect in Business Decisions” 
written up on page 322 of this issue. 


—~ 
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and the two following years. Under pres- 
ent tax laws this ‘‘carry-forward’’ would 
have saved $38,000 in federal corpora- 
tion income tax. 

In this case competent tax advice would 
have saved $138,000 ir: taxes without any 
offsetting loss or disadvantage to anyone 


A THIRD CASE 


Or consider the tax consequences to the 
New York City contractor who recently 
completed a two million dollar structure in 
Manhattan for a flat fee of $100,000 above 
cost. Through lack of consideration of the 
provisions of the New York City general 
business tax, known as the “gross receipts 
tax,” the contract was drawn in such a way 
that the contractor technically re 
ceived $2,100,000 in and 


had 


Pross rece pcs 


to his surprise had to pay a tax of 1/10th 
of 16% on $2,100,000 or $2,100 tax. The 
change of only a few words in the contract 
would have left everything else unchanged 
tax to 


while reducing hts 


$100, or a saving of $2,000 on this one 


gross receipts 


item 

But how, you ask, can 
sistently prevent the kind of errors that re- 
what 


a business con 


sult in unnecessarily excessive taxes ; 
can be done legally and continuously to 
guard tax costs just as operating execu 


tives control other costs and ¢ xpenses 4 
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FIVE QUESTIONS 

As a start, the tax specialists, whether 
he be the head of the company’s tax de- 
partment or a certified public accountant 
called in on a consulting basis, should re- 
view all of the current accounting practices 
to determine whether they achieve the best 
possible tax results. A few of the questions 
raised in such a study might be: 


1. Are inventories actually reduced to 
fair market values when the reporting 
basis is cost or market whichever i 
lower? 

Would the “‘last-in first-out’ inven- 
tory method be advantageous ? 

Are depreciation rates adjusted from 
time to time for volumes based on re- 
maining life studies? 

Would depreciation rates on indi- 
vidual items permit more tax reduc- 
tions for plant and equipment retire- 
ments 7 

When old equipment is being turned 
7n, im connection u ith th é purcha é 
of replacements, is it more advanta- 
geous to sell the old equipment or 
trade it in? 


The tax specialists should remind the 
company’s executives repeatedly that all 
transactions outside the course of the day- 
to-day operations of the business may repre- 
sent tax ‘booby traps’’ and should there- 
fore be studied before consummation. In 
addition to the earlier examples, the fol- 
lowing will illustrate the point still further 

Your company has an unprofitable sub 
sidiary corporation on which you have used 
up all possible loss carry-backs and pro- 
poses to dispose of its remaining assets or 
its capital stock. If no net equity remains, 
you should sell the assets, pay the liabilities 
and claim worthlessness of the stock as a 
deduction from ordinary income to the ex- 
tent of 100% of its original cost. If the 
capital stock is sold (instead of the assets ) 
no loss deduction may be taken by your 
corporation unless it has equivalent capital 
gains which this capital loss could apply 
against. 

As another illustration, your 
decides to acquire certain valuable patent 
rights for a cash consideration of $100,000 
and the inventor and his associates offer to 
sell your corporation the rights or all or 
part of the stock of his company which 
owns them. In this case it is important that 
you buy the patent rights and not the stock 
You can then deduct the $100,000 over the 
life of the patents. Otherwise your deduc- 
tion for amortization is limited to the in 
ventor's original cost of developing the 
recorded on his company's 


ompany 


patents as 
books. 

The foregoing examples while brief and 
limited, sindicate that in this field of ac- 
tivity, as in all others, the rewards go 
to those who keep themselves alert and 
abreast of modern developments 





Office Management 
and Expense Control 


Kenneth C. Tiffany 


— WE LAUNCH tnto our topic, ex- 
pense control, we should have a com- 
mon understanding of what a controller 
is and why this problem of controlling ex- 
pense is peculiarly his. 

First, what is the relationship between 
a controller and his company? The con- 
troller is an administrative officer with 
both line and staff responsibilities. 

His line duties are concerned with work 
within the finance activity. In this area, he 
directs accounting and financial activities 
and is responsible for the conservation of 
company resources. 

His staff duties consist of devising eco- 
nomical and orderly routines for business 
transactions and of developing an ade- 
quate financial reporting system. The tech- 
niques which I propose to discuss are ap- 
plicable to both areas. In the line area, the 
controller's problem is to make his own 
operations more effective; in the staff area, 
he must enable other executives to make 
their operations more effective. 

These duties have far broader implica- 
tions than bald words of definition can 
express, so next let us consider the funda- 
mental reasons for a controller's existence. 

Let us think for a moment of a busi- 
ness organization's chief resources: pro- 
ductive capacity, natural resources, techni- 
cal skills, and administrative ability. These 
are the means by which a business can of- 
fer its services to the public 

In past years, the American economy has 
had all of the advantages of natural 
resources, productive capacity, technical 
skills and administrative talent to 
Some companies have had an advantage 
in one or more of these fields over their 
competitors. Today, however, there is a 
gradual narrowing of the advantages 
which money can buy in the home market, 
and as time passes the natural resources 
and the productive capacity of other na- 
tions may possibly equal those of the 
United States. In years to come, therefore, 
we must depend for our success both at 
home and abroad more upon the skills we 
have developed and less upon the natural 
resources and productive capacity which 
were chief advantages in the past. 


use, 


Now, money can buy natural resources 
and productive capacity. But, technical 
skills and administrative ability are in- 
tangible things which can be measured 
only through the quality of the product 
produced and through the economy of ef- 
fort with which successful service to the 
public is achieved. Neither a company, nor 
an individual, can buy these resources; 
they are acquired only through education, 
training and experience, 


AN UNDERRATED INFLUENCE 


The effect of controllership upon a busi- 
ness organization s administrative ability 
is one of the most important and, far too 
often, one of the most underrated influ- 
ences in business life. Without heaping 
undue praise upon controllers, it can be 
fairly said that the development of much 
administrative talent in the past has been 
due to the thinking of controllers who have 
helped devise organizational controls ca 
pable of guiding productive efforts 

One of the most important 
which controllers have contributed to ex 
ecutive direction, and one in which there 


afeas in 


is still much to be done is the field of ex 
pense control. 

The essence of expense control is pro 
ductivity. Economy of effort is the standard 
by which effective results are judged. Im 
proving productivity means either increas 


Productivity 
is the essence of expense control 


ing output without increasing input en- 
ergy; of maintaining output with less 
enort. 

There is a twofold approach for ac- 
countants in solving this problem of pro- 
ductivity. One is through education, the 
other is through simplification and in- 
creased mechanization of productive fa- 
cilities. 

Controllers need to educate their asso- 
ciates, and in some cases they need to re- 
educate themselves. There are traditional 
ideas which require re-examination and 
perhaps the development of new tradition. 
There are traditional procedures which 
should be re-appraised and perhaps have 
their halos removed. 


BARRIERS TO PRODUCTIVITY 


All of us, I am sure, know the barriers 
to increased productivity. While people 
pay their respects to productivity as an ab- 
stract idea, they often resist the concrete 
efforts which are needed to increase it. 
People must be convinced that increased 
productivity will be of benefit to them be- 
fore they will participate in a program for 
increasing output. This is just as true in 
the accounting department as it is in the 
mac hine shop 

The social tendencies of our generation 
have been directed toward increasing so- 


alled social security ; and, social security 


KENNETH C. TIFFANY, vice president in charge of fi- 
nance, Burroughs Adding Machine Company, Detroit, served 
for 14 months during World War Il as head of the Audit 
Section of the Army’s Detroit Ordnance District. In 1944 
he was sent to Washington in a civilian capacity as chief 
of Organization, Methods and Procedures of the Office of 


Contract Settlement. 


Postwar he was a member of the 


staff of Price, Waterhouse & Co. before joining Burroughs 
in 1948 as director of finance. This paper was given 
before the Cleveland Controi of the Controllers Institute. 
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rests primarily upon job security. Job se- 
curity usually carries with it resistance to 
change. Individuals tend to set their own 
work pace and then to maintain it unless 
they are given an incentive to change. 

Individuals are usually not interested 
in increasing their productivity nor in 
changing their occupation unless it means 
better conditions, unless they share in the 
benefits, unless they are assured of more 
security than they had before, or unless 
change is absolutely forced upon them. 

It is incumbent on the controller, there- 
fore, to demonstrate to his employes that 
the only real way to job security is through 
job progress. With education, as well as 
training, accounting employes can be made 
ready for promotion, and can be given a 
true bulwark against the problem of social 
security. But the only way to be sure that 
people will learn is to convince them that 
management's interest in their learning is 
identical with their own interest. We need 
not fear that there will be more competent 
men than there are jobs to fill. There al- 
ways are more problems than there are 
men, or time, to solve them 

If these observations seem to be far 
from the subject of a controller's relation 
to the problem of expense control, it must 
be remembered that they underlie all of 
the day-to-day business problems of ex- 
pense control; and a good portion of the 
solutions for these problems can originate 
in the controller's department 


NEED FOR PERSPECTIVE 


It has been well that education 
tends to give perspective, while training 
gives one the ability to do a particular job 
with some ease. A capacity for business 
administration depends upon perspective 


said 


just as much as it does upon technical 
knowledge. 

Since controliership is responsible for 
developing the channels of communication 
through which business information passes, 
it is most important that those who dig 
the channels know just where the courses 
should be laid. Perspective, therefore, is 
necessary in the accounting department; 
not in the controller's office alone, but in 
Methods and Procedures, in auditing, in 
Plant Accounting, in the Treasurer's office 
and in the sales branches. 

Education of accounting employes is the 
only way in which they can gain perspec- 
tive. It is, therefore, the responsibility of 
controllers to insure that their subordinates 
are given an appreciation of the implica- 
tions of their work, as well as a training 
in specific tasks. 

As we have mentioned, work simplifica- 
tion is another contribution which con- 
trollers can make to help solve the problem 
of administrative productivity and, there- 
fore, of expense control. The principles of 
work simplification, although well-known 
to you, are worthy of mention at this point. 

Work routines and administrative pro- 
cedures can be simplified by specialization, 
standardization, mechanization, division of 
labor, training, straight-line work flow, 
continuous flow of work, concentration of 
operations, and reduced handling. Methods 
analysis based upon these successful man- 
agement techniques can increase produc- 
tivity in administrative as well as in techni- 
cal tasks. 


CONTROLLERSHIP’S FUNCTION 
Controllership’s function in the past has 

been primarily a giant clerical task. To- 

day, it is necessary to simplify routines and 





“And try to get your mind off your health, the international situation, your domestic 
troubles, taxes, the weather, business, and the high cost of living” 
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to interpret results quickly enough and in 
such a manner that operating department 
heads can take effective executive action. 

An individual's ability to control pro- 
duction and distribution is limited by the 
influence of time, distance, and large num- 
bers of seemingly unrelated facts. As a re- 
sult of these influences, individuals are 
likely to have imperfect knowledge. In 
business, imperfect knowledge leads to im- 
perfect control, or indecision, or even, at 
times, to conflict. 

Imperfect knowledge, which can plague 
all phases of business, is a particulary im- 
portant problem for the controller, for in 
his functions we find the nerve systems of 
a business enterprise, along which busi- 
ness transactions flow, information passes 
and by which results are portrayed. When 
the system is not working as it should, 
awkward procedures, inadequate account- 
ing records, and tardy reports are the re- 
sult. All of these symptoms of imperfect 
business knowledge reduce productivity 
and so increase costs. 

If imperfect knowledge and faulty de- 
cisions are caused by problems of time, 
space and quantity, then it is the responsi- 
bility of controllers to solve them by im- 
proving slow procedures and by developing 
more effective reports. So, in the future, 
emphasis must be placed upon improving 
the means of gathering and transmitting 
information and upon interpretive report- 
ing. 

These phases of financial control can 
have a tremendous effect upon economic 
productivity. After all, an executive's 
ability to administer depends first upon the 
information he receives through reports, 
and second, upon the channels of pro- 
cedure through which his orders are car- 
ried out. If controllers can improve the 
quality of information which an operating 
executive receives, and if the time lag be- 
tween action and the report of action can 
be shortened, then the administrative ‘ad 
ductivity of executives can be improved. 


SIX STEPS TO FACT GETTING 

Here are a few suggestions which have 
been offered by some of those who have 
been successful in improving the fact- 
gathering and fact-transmitting facilities 
in their business: 


1. Analyze administrative routines. Ask 
the question “Do the routines accomplish 
the results intended with economy of ef- 
hive a 

2. Analyze your company's organiza- 

ional framework. Is there overlapping of 
authority between departments within 
your organization and, if so, does this over- 
lapping result in duplication of procedures, 
duplication of efforts and duplication of 
reports? 

3. Ask yourself whether your company 
has reduced its policies and procedures to 
writing, or whether it has allowed its polt- 
cies to be diluted by verbal interpretations? 





Has it allowed procedures to grow without 
the restraining influence of written instruc- 
tion? 

4. Train your accounting and financial 
personnel so that they can appreciate the 
fact that accounting and administrative 
procedures exist to control Operations. Far 
too often accounting tends to become an 
end in itself. The same type of education 
also is necessary with res pect to administra- 
tive procedures. Don't have men in your 
organization who can be characterized by 
George Bernard Shaw's description of a 
would-be industrialist who “knew all the 
technical routines exactly and knew noth- 
ing about the business.” 

5. Develop well-rounded accounting 
and financial executives by training them 
in other phases of the business as well as in 
accounting. A tour of duty in production 
or marketing can be of incalculable benefit 
to an accounting executive. 

6. Make your accounting procedures 
for cost and revenue follow lines of re- 
sponsibility. After all, cost control pre- 
sumes some measure of cost responsibility 
and unless accountants can report results 
on a responsibility basis, there can be no 
factual basis for direct cost control. 


So much for the fact-collecting and fact- 
transmitting job. 


THE INTERPRETIVE FUNCTION 

Through interpretive reporting control- 
lers may make an equally important con- 
tribution to the problem of expense con- 
trol. Let us examine our reporting systems 
in the light of management objectives. 

Top management depends for its success 
upon proper organization and planning, 
together with successful delegation of re- 
sponsibility to subordinate executives. Top 
management reports, therefore, should 
show whether plans were sound, whether 
organization has been properly established, 
and whether delegated responsibility has 
been effectively used. 

To be free from detailed analysis, man- 
agement must be able to review perform- 
ance in the same broad manner as that in 
which it is forced to operate. Consequently, 
management reports must permit com- 
parisons, review organization and help to 
appraise the effectiveness of subordinate 
executives. 

In order to achieve these objectives, con- 
trollers should insure that every financial 
report presents a comparison of what 
actually happened with a standard of what 
was planned, that it be prompt, that it be 
consistent and simple, and finally, of 
course, that it be factual. 

Quotas or budgets allow comparison of 
actual results with preplanned standards. 
Presentation of both present and past re- 
sults is another means of comparison; 
comparisons with the past, however, pre- 
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CLARENCE B. RANDALL TO SPEAK 
AT 19TH ANNUAL BANQUET OF CONTROLLERS 
Theming its entire program to the one point Balance’, 


the Controllers Institute of America has announced as the 
speaker for the banquet session of its 19th Annual Meet- 


ing in Chicago, September 17-20, the president of Inland 
Steel Company, Chicago. Mr. Randall will speak on the sub- 
ject: “Balance in the Realm of Social Ideas’. 

Mr. Randall started his career in law after being admitted 
to the Michigan Bar in 1915 and practiced in Ishpeming 
for ten years. In 1925 he joined Inland Steel Company, 
Chicago, as assistant vice president, becoming vice pres- 


ident in 1930 and president in 1949. He has been a director 
of the company since 1935. 

Mr. Randall's interests extend into the educational field 
as well. He has served as a trustee of the University of Chi- 
cago since 1936; of Wellesley College, 1946-49; member 
of the Harvard Board of Overseers since 1947; president, 
Harvard Alumni Association, 1949; and Godkin Lecturer, 
Harvard, 1938. He holds two honorary degrees—D.Eng. 
from Michigan College of Mining and Technology (1947) 
and LL.D. from Northeastern University (1948). 

His civic and business activities include being general 
chairman of Chicago Community and War Fund Campaign, 
1944; director of National War Fund, 1944-45; national 
vice president, National Association of Manufacturers since 
1946; steel consultant, E.C.A., Paris, Summer 1948. 

Mr. Randall is also author of “Ciri/ Liberties and Indus- 
trial Conflict’ (with Roger N. Baldwin) 1938 
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FINANCIAL AND INTERNATIONAL SUBJECTS TO BE 
DISCUSSED AT CONTROLLERS 19TH ANNUAL MEETING 


JOHN K. LANGUM, vice president of Federal Reserve 
Bank of Chicago, and author of numerous articles in the 


field of money and banking (and honored by Chicago 
Junior Association of Commerce and Industry as “out- 
standing young man of the year” in Chicago) will be 
the speaker on Monday afternoon, September 18. The 
Session theme will be: “Government and Economic Bal- 
ance.” The subject Mr. Langum will discuss will be: “The Im- 
pact of the Federal Budget on the American Economy.” 


JACKSON MARTINDELL, president and a director of 
the American Institute of Management, New York, will 
be the speaker at the Monday luncheon session to be 
held on September 18. His subject will be: “The United 
States, Russia and the Balance of Power.” Mr. Martindell 
is the author of “The Scientific Appraisal of Management’ 
published by Harper & Brothers (1950) and was one of the 
founders and president of Fiduciary Counsel, Inc., 1931-1948. 


sume that past performance is a norm of 
judging the present and this is not neces- 
sarily true. In fact, it is usually untrue, for 
objectives change, methods change and 
business conditions never remain the same. 


RESULTS AND TRENDS 


For sound decisions, management must 
know more than short-term results. Man 
agement also wants to know performance 
trends over a longer pe riod of time. Finan 
cial reports, therefore, show not 
only the results of the immediate reporting 
period, but also the trend of successive ac- 


should 


counting pe riods 

Promptness of presentation is a report- 
Ing attribute which cannot by overvalued 
Oftentimes it is more important than any 
other of the general principles affecting 
While reliability is the 
keystone of accounting integrity, there are 
almost 


financial reports 
circumstances where speed is of 
equal importance. In those cases complete 
information usually is not required to indi- 
cate trends 

In order to achieve promptness, account 
ing executives can their 
ollecting data and thereby in 


often Improve 
methods of 
with which information 
Here are 


controllers have accelerated 


crease the speed 


becomes available i few of the 
ways in whict 


accounting process 


THE CONTROLLER 


vices to increase produc tivity and to mini- 
mize clerical errors. 
(3) By departmentalizing or scheduling 
accounting work to avoid bottlenecks. 
(4) By training employes to report ex- 
traordinary conditions when first seen. 


CONSISTENCY 

In addition to prese nting a comparison 
of facts and being prompt, reports should 
also be consistent. Consistency of presen- 
tation of the same financial information as 
between reporting periods is a necessity, 
for without consistency there cannot be 
proper comparison. 

It is also necessary to present informa- 
tion in a consistent manner to the various 
operating levels of management. Too often 
the same statistical data are compiled in 
different ways for the upper and lower 
management levels. 

In order to achieve consistency, financial 
information should originate from a com 
mon source, and the person being reported 
on should have the same information as the 
executive to whom he reports. The upper 
levels of management need summaries of 
departmental performances. These sum- 
maries should embrace the details of the 
departmental reports 


SIMPLICITY 


Simplicity is the next requirement. Sim 
plicity does not mean “talking down’’ to 


executives. It does not mean the slurring of 
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details. Details are necessary for proper 
management. Simplicity does mean the 
presentation of financial information in a 
clear manner; it means the elimination of 
unnecessary data; it means the use of 
graphs instead of statistical arrays when- 
ever feasible. 

Clarity of presentation demands exact 
and simple definition of financial terms, 
precise use of technical terms, and careful 
summarization of operating results. 

Simplicity of reporting, especially for 
top management, can be attained by the 
ruthless elimination of extraneous data, 
through the use of schedules, or through 
the preparation of separate reports dealing 
with the extraneous matters. 


GRAPHICS 

Graphic presentations often make it pos- 
sible to indicate trends or deviations from 
established standards in a more striking 
form than is possible either by tabulation 
or narration. A good graph can be more 
powerful than a page of statistics—and a 
good deal more quickly understood. 

For a report to be factual, it must be pre- 
pared objectively. An executive reading a 
report can evaluate the situation most ac- 
curately when he can be sure that it is re- 
vealed through statistical facts, rather than 
colored by the opinion of the report writer. 

By following these two principles, the 
controller can reduce weakness of imper- 
fect knowledge by strengthening and im- 
proving channels of communication, thus 
permitting more effective use of executive 
talent and time. 

In addition to these suggestions, may I 
recommend that controllers review their 
own responsibilities in terms of their line 
and staff duties. It is the duty of a con- 
troller to report accurately and promptly 
the operating results of his business. The 
duty of reporting, however, is a staff func- 
tion. A controller must not allow the staff 
functions of his office to overlap into oper- 
ating areas. 

A compilation of inventory statistics 
does not carry with it authority for in- 
ventory control. Similarly, a staff depart- 
ment whose duties are primarily analytic 
will be more helpful to operating execu- 
tives if it issues reports based on established 
operating standards than it will if it con- 
stantly suggests changing the standards. 

A controller's greatest contribution to 
office management, an expense control, can 
be made by improving the administrative 
capacity of individuals and by increasing 
the known facts with which 
executive must deal. The means by which 
these objectives may be obtained are edu- 
cation, job progress, work simplification, 
increased mechanization of accounting 
facilities, and improved reporting methods, 

Productivity is the essence of expense 
control. Productivity can be increased in 
finance activity and other business areas by 
constant application of these principles. 


a business 





The story behind those 16 million 
insurance dividend checks 


... illustrates, once again, the economy and 
versatility of Recordak microfilming—the simple, 
photographic system now being used by 65 different 
types of business . . . thousands of concerns. 


Here was the problem the Veterans Adminis 
tration faced prior to issuing its insurance 
dividend checks: In 14 offices handling insur- 
ance accounts it had 22 million premium record 
cards. All of these had to be copied and for- 
warded to the Central Office in Washington, 
D.C. Typing was ruled out—too slow, too 
expensive; and besides, accuracy was of vital 
importance. A study was made of leading 
reproduction methods.,.and Recordak, 
which uses photography, was awarded the 
contract. 


Here’s how the job was done: Using a bat- 
tery of Recordak Microfilmers, equipped with 
automatic feeders, as many as 1,600,000 record 
cards were copied per day. When work was 
completed in one office, the equipment was 
moved to the next stop on the itinerary. Now 
consider this: Most of the microfilming was 
done on week ends to avoid interfering with 


the V.A.’s daily operations. Still, the job was 
completed in 18 weeks... just 36 working days! 


After the microfilm records were developed 
at the nearest Recordak Laboratory, facsimiles 
were made from the tiny microfilm images at 
the rate of 200,000 per day. Then, these exact+ 
sized duplicates of the original cards—photo- 
graphically accurate in every detail—were 
sent to the V.A. in Washington .. . became 
the master record for payment of the insure 
ance dividend. In addition to speeding the 
operation, the microfilm and facsimile copies 
provided the V.A. with valuable duplicate 
records of its 22 million insurance accounts, 


For full information on the possibilities of 
Recordak microfilming in your business, write 
Recordak Corporation (Subsidiary of Eastman 
Kodak Company), 350 Madison Avenue, New 
York 17, N. Y. 


®Recordak” is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming—and its application to business systems 





The Effect of American Policy 


on Canadian Business 


Stuart Armour 


BSERVING AND COMMENTING upon 
O the United States has long been a 
flourishing industry. Quite often it sas 
been a highly profitable one to booty, 

The great, the near-great, as well as the 
frankly envious, have all taken their turn 
at making critical, or provocative, or oc- 
casionally even admiring remarks about 
you. In this connection the names of De- 
Toqueville, Bryce, Dickens, Mrs. Trollope, 
and Philip Guedella spring naturally to 
mind, including, of course, the lately de- 
ceased Harold Laski 

You may well ask why I add my “two 
worth.” My justification has several 
bases. First. I am a businessman from a 
country which is still your best cash cus- 
tomer. Secondly, while my family has lived 
in Canada for 130 years, it goes back to 
about 1640 in what is now this State of 
New York. Thus I am in very truth a 
North American in background, and, I 
hope, in outlook 

Lastly, of course, as a citizen and a resi- 
dent of Canada I find myself almost in- 
sensibly addicted to our national pastime 
You Americans probably labor under the 
widely held delusion that hockey and la- 
crosse are our national games. Nothing 
could be more misleading. While it 1s 
probably true that both those rugged sports 
originated with us, they are at best seasonal 
pastimes. As an all-year round means of 
entertainment and uplift we Canadians 
get our greatest kick out of sitting in moral 


judgment upon the United States 


cents 


Moreover, this critical pursuit seems to 
appeal strongly to both young and old. 
Undoubtedly it owes much of its popu- 
larity to the fact that the less one is tram- 
meled by personal knowledge of the United 
States the better job one seems able to do 
in assessing your worth in accordance with 
our own standards. 

If the sum of all those qualifications does 
not appear to you sufficient to justify me in 
telling you how you look from our side 
of the border I must crave your indulgence. 
As a businessman my position before you 
is a fairly strong one, since, as I have al- 
ready said, my country is still your largest 
individual customer on a cash basis. Others 
may have taken more from you for free 
during these past few years. But in the past 
decade we 13 million Canadians have con- 
sistently bought and paid for considerably 
better than a billion dollars worth of your 
goods every twelve months. 

We do this large volume of business 
with you because, while we appear to be 
rich in resources beyond the dreams of 
avarice, ours is in reality one of the least 
self-sufficient of the world’s national econ- 
omies. If we are to enjoy the North Ameri- 
can standard of living we need your cotton, 
your coal and oil and ore and citrus fruits, 
and a great range of other products. In 
other words, we must import—and con- 
tinue to import—a great volume of goods 
from you. As a partial offset we send you 
much newsprint, and a variety of other 
raw or semi-processed natural products. 


STUART ARMOUR, economic adviser to the president 
of The Steel Company of Canada, Ltd., Hamilton, Ontario, 


wreathed the 


rod of criticism with 


roses” in his talk 


before the Buffalo Conference of Controllers Institute and 
won an ovation! Why? Because he is one of the few who 
can view the “North American Way of Life” from two 
vantage points. Canadian-born, he lived in the States until 
1940, then re-crossed the border to assist in setting up 
the British Commonwealth Air Training Program and later 
to be in charge of gasoline rationing for the Dominion. 
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“THE AMERICAN WAY” 

We Canadians live, of course, under 
very great and continuous pressure to ad- 
here to what has come to be called “the 
American way of life’’—nor do we resent 
that fact. This pressure to keep up with 
our rich neighbors manifests itself not 
only through every kind of advertising, but 
also through propinquity. Propinquity is 
in its turn reinforced because of the fact 
that at one time all Anglo-Saxon North 
Americans held a common loyalty, and 
fought together to preserve the English- 
speaking heritage 4 this continent. Add 
to this the further fact that there are three 
or four or five million Canadians, or de- 
scendants of Canadians, living in your own 
country, and you can appreciate how very 
much we are attracted to and influenced by 
you. 

Yet, despite this very strong impulsion 
toward making North America a social 
unit, there are other forces at work pulling 
us in other directions. Donald Moffet once 
said; ‘'Canadians are English to the Ameri- 
cans and American to the English.” In that 
witticism there is considerably more than a 
grain of truth. We have often seemed in- 
deed unable to decide just exactly what we 
wanted to be, and we still sometimes ap- 
pear even to ourselves to be in doubt. Lest 
you see in that apparent indecision a sign 
of moral weakness please remember that 
more than one-third of our people have 
French as their native speech and regard 
themselves as being the custodians in 
America of French culture. Thus some 
Canadians feel the pull of Britain, others, 
while they do not feel too well disposed 
toward France, are prone to look upon the 
United States as what one of their leaders 
has called ‘‘a bath-tub civilization.” 

Out of this welter of conflicting in- 
fluences we have fashioned a nation. It is 
a sturdy and a growing nation, but it is 
still a nation which in its marrow probably 
feels somewhat more affinity for Europe 
using that term in its most all-embracing 
than does your own country. 


sense 


THE FOREIGN “PULL” 

The pull which foreign lands have ex- 
erted upon us has been made the stronger 
by the nature of our economy. Normally 





we derive more than one-fifth of our na- 
tional income from the sale of exports. As 
a basis for comparison, even in your most 
generous year the contribution of exports 
to your national income does not appear to 
have been in excess of eight per cent. 

The contribution of foreign trade to the 
national income of Canada is, in fact, so 
great that nearly half our working force 
depends for its livelihood upon the state 
of our export industries. Being thus tied 
economicaliy to world markets, it is not 
surprising that all our national policies 
should be much more influenced by what 
happens abroad than those of your own 
relatively closed economy. 

Indeed, one of the greatest of our na- 
tional problems may be said to be that 
while we are as yet by no means masters of 
our economic destinies, we, at the same 
time, find it necessary to conform socially 
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pretty closely to what happens in your 
country. This tends to create for us very 
troublesome political problems. If, for in- 
stance, we let our standard of living fall 
too far below your own we are likely to in- 
duce an outflow of population in your 
direction. If, on the other hand, we try to 
follow you too closely in some matters the 
level of our taxation gets too far above 
your own. When there is too great a dis- 
parity in the respective levels of taxes, we 
are again in danger of losing population to 
you. The same thing holds true in the case 
of prices. It is, therefore, disturbing that 
our Cost of Living Index is still rising, and 
is now at the highest point in our history. 


POPULATION AND PRODUCTION 
COMPARED 


Just to add to our difficulties, while your 
population is only some eleven times larger 
than our own, that population normally 
produces a Gross National Product between 
sixteen and seventeen times as large as 
that of Canada. This means that the scat- 


tered inhabitants of a very large and very 
rugged country, with a most rigorous cli- 
mate, are trying to keep pace socially with 
an industrial giant. 

But in the face of all these confusing 
factors we still remain, sentimentally as 
well as physically, a part of North America. 
As such we must share with you, in greater 
or less degree, the task of preserving the 
way of life which is the great contribution 
of North America to human progress. 

Put another way, Canada and the United 
States together still constitute a citadel of 
personal freedom. You Americans are, so 
to speak, the inner bastion; we Canadians 
are the outerworks. As the outerworks, we 
derive our strength not only from our own 
traditions, but also, and very largely, from 
your power and solidity. Yet as the bastion 
you can retain your strength only if we as 
the outerworks hold firm, and if you your- 


selves ensure that your walls cannot be 
breached from within by internal weak- 
nesses. 

Which is perhaps a rather fancy way of 
saying that together we democratic nations 
of North America constitute today the real 
heart and soul of free enterprise capitalism 
Upon a foundation of the sort of individ- 
ual initiative, so far only to be found under 
capitalism, we have erected here the North 
American way of life. 


“A BUSINESS CIVILIZATION” 


The North American way of life, while 
it does have a very considerable spiritual 
content, can best be described, I submit, as 
‘a business civilization’’. Certainly, in very 
large measure, it owes to the businessman, 
small and large, its ability to furnish the 
good life to more people than any other 
system yet devised. In turn the high stand 
ard of living, based upon the economic op 
portunities furnished by our business civili 
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The map used below is reproduced from 
“EXPAND WITH CANADA” 


a new brochure describing opportunities 
for industrial development in Canada. 
Produced by the Department of Trade 

and Commerce, Ottawa, Canada. 
s 

This brochure together with its companion 

CANADIAN INDUSTRIAL DEVELOPMENT MANUAL 
free from any Canadian Consulate 

Commissioner in the United Stotes 

to the above Canadian address. 


is availabie 
or Trade 
or by inquiry 


zation, has made possible the development 
of a high sense of social responsibility. 
The existence of scores of eleemosynaty 
organizations testifies to that fact. 


Thus I make so bold as to suggest to 
you that we as businessmen are trustees of 
North American civilization. If that civili- 
zation is largely a creation of businessmen, 
then like it or not, we as businessmen stand 
in a sort of parental relationship to it. The 
implication of this is, of course, that neither 
you nor I is in a position to blame anyone 
else if the system which we have inherited, 
and which we may perchance have en- 
riched, is allowed to fail. For failure would 
smack of betrayal; and none is, I take it, 
so lacking in public Spirit as to wish to 
contribute to the downfall of our way of 
life. It is only because I believe that we 
businessmen do have a responsibility to- 
ward society for the preservation of our 
way of life that I venture to address you in 
SO SCTIOUS a VCIN : 

We Canadians, then, are not only your 
best cash customers, but also your allies, 
willynilly, in a great struggle for the pres- 
ervation of personal liberty. Either of 
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these facts alone would unite us 


through very strong bonds. Taken together 


two 


they give us a community of interest un- 
rivalled by any two nations on earth. For 
we are not only united by self-interest, but 
by a transcendent and unselfish interest 
which finds its sanction in the very roots of 
ideals—the right 


our respective national 


to be free; to develop and express our- 
selves ; to profit by our own exertions. 
But , that great and 


courageous Italian philosopher, puts it, 


as Benedetto Croce 


Liberty is not a crust that wants buttering, 
it is a religious faith which puts strength in 
men’s hearts and light in their minds, and 
gives them back the courage to defend 
their just rights 

Those words of a man who has risked 
much for his beliefs should give strength 
to our hearts and light to our minds as we 
set out to do our part in the great struggle 
now in progress for the possession of the 
very soul of Western man, While our part 
as businessmen in that struggle may appear 
to the unthinking, or the cynical, as only 
a selfish fight for the preservation of a 
profitable way of life, we are in reality en- 
gaged in a spiritual contest. 


“A RELIGIOUS BATTLE” 


Whatever our personal preferences or 
beliefs may be, we North American busi- 
nessmen are being challenged to what 
really amounts to a religious battle. For 
Christianity has been well described as 
an immeasurably powerful individualiz- 
ing force, because its gospel runs that God 
is concerned not with humanity but with 
men.” It has been said, in fact, that ‘the 
free citizenship of Heaven requires a free 
citizenship on Earth 


The title 


There is no need for me to tell you of 
the forces, many of them superficially fair, 
which have already circumscribed or cur- 
tailed or abolished “free citizenship on 
Earth.” Those same forces strive daily and 
without cease to do the same thing to all 
of us in North America; and let us admit 
that they have not been entirely unsuccess- 
ful up to this point. 

Lest you feel embarrassed, or even scepti- 
cal, about my contention that our fight for 
personal liberty today is a form of warfare 
in defense of deeply held religious beliefs, 
let me remind you that when Abraham 
Lincoln said “government of the people, 
by the people, for the people shall not per- 
ish from the earth” he was paraphrasing 
John Wycliffe’s prologue to the transla- 
tion of the Bible into English in 1384. 
Wycliffe said, more than five hundred and 
sixty years ago, “This Bible is for the 
government of the people, by the people 
and for the people.” 

Moreover, a powerful religious spirit 
animated most of those who put their 
signatures to the Declaration of Independ- 
ence; and in that great document itself the 
“separate and equal station” among the 
powers of the earth to which you then as- 
pired was said to be in accordance with 
God's law. All these things you cherish as 
part of your great heritage. 

We Canadians have had good reason to 
rejoice with you that upon this continent 
was born, out of religious conviction, the 
individual freedom which is our greatest 
North American possession. We have fur- 
ther reason to rejoice in the fact that your 
passion for freedom has been such as to 
inspire you to concede similar freedom to 
others, No other nation small in popula- 
tion has ever had better treatment from a 
great neighbor than we have had at your 


“Controller” is not widely used in Great Brit- 


ain, according to a recent letter from the Secretary of an In- 


dustrial Association, headquartered in London. Still, it is in- 


teresting to note that in a recent issue of Scope, a magazine 
for industry which is published in London, there is an ar- 


ticle describing the operations of the British affiliate of an 


American company. It includes a controller in its official 


family. Other instances, to quote from a recent letter, are 
“Thom 
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hands. Only when one remembers how easy 
it is to become drunk with power does the 
full majesty of your magnanimous behav- 
ior become apparent. If you had done 
nothing more than treat us as well as you 
have done then your name would be held 
in high esteem by all men of good will 


FALLACIES OF OUR TIME 


But as time has gone on, and as you have 
attained a place among the powers of the 
carth far above that ‘equal station’ for 
which you fought the Revolutionary War, 
we Canadians seem to have discerned some 
disposition on your part to forget, or at 
least to ignore, some of the bases upon 
which your greatness really rests. Your atti- 
tude toward us has continued to be an ex- 
ample to the world. Yet it sometimes seems 
to us that you have embraced, or are in small 
danger of embracing, some pretty deadly 
fallacies. Amongst those fallacies are (a) 
that you can get something for nothing, 
(b) that two wrongs make a right, and (c) 
that a good end justifies bad means. 

We ourselves are by no means guiltless 
in such matters, but then we neither tower 
above the Western World as you now do, 
nor have we as yet made your great con- 
tribution to the moral as well as the ma- 
terial progress of mankind. You taught the 
world the need for liberty, and as well the 
means by which it could be achieved. You 
staged the first successful defiance of tyr- 
anny upon this continent. Yours was the 
first successful endeavor to make the 
State the servant rather than the master of 
its citizens; and in the process you first 
showed mankind how to curb monopoly. 
At the same time, in doing all those dith- 
cult, and sometimes dangerous things, you 
made manifest the need for such actions. 

Unless you live outside the United States, 
it scems to me you can have very little idea 
how you have dominated human thought, 
how you have inspired human hopes, and 
how you are still looked up to as the leader 
of the fight against domination by the State 

Thus what you do today is ‘no longer 
of concern only to yourselves. Your in- 
fluence is now so all-pervading that you 
have a responsibility far above that of any 
other nation. Do you always remember that 
vitally important fact? That is a question 
which sometimes troubles Canadians in 
the long winter nights. 

Since our respective countries are now 
old friends, who have been through much 
together, perhaps a ¢ anadian may ask an 
American audience that question and some 
others without giving undue offense. Did 
you remember your great place in the 
world when you allowed men glib of 
tongue to persuade you into surrendering 
some part of your personal liberty in re- 
turn for ‘economic stability” ? For instance, 
was it not in pursuit of economic stability 
that you adopted your farm price-support 
program? If so, then did you not over- 
look the fact that your stability would in- 





evitably at some point become someone 
else’s economic chaos? Did you not also 
overlook the fact that your actions would 
inevitably be copied by others ? I raise such 
questions now because our own govern- 
ment announced last month that Canada 
would in the future support farm prices as 
a permanent policy. So you can see that 
“metooism™ is not a thing which can be 
confined within the boundaries of one 
country. 

We Canadians have no possible quarrel 
with you when you choose to attempt to 
stabilize your economy by price supports, 
or by any other fiscal or monetary device 
We may deplore the consequences to the 
world of your going broke in pursuit of 
the unattainable, but we have no right to 
protest. 


POLICIES FELT ABROAD 


But when in order to clear your ware- 
houses and your elevators and your caves 
of their glut of agricultural products you 
choose to wreck the world market for the 
commodities which we must sell abroad 
at profitable prices or go broke, then as 
your best customer, and as your partner in 
defense of freedom, we feel free to be 
critical; even if our own government does 
feel forced by your example to duplicate 
your own folly. 

Again, when you allow monopoly to 
bring your economy to the point of disinte- 
gration—even if only of temporary disin- 
tegration—we have no right to regard your 
actions with other than sorrow. But, if we 
cherish freedom at all, we have, I submit, 
a duty to get “damn mad” when the re- 
sults of your failure to cope with monopoly 
set our Own national economy into a tail- 
spin. It is, for instance, no fun to face a 
northern winter without fuel. It is even 
less amusing when our fuel shortage is 
the result of actions over which we have, 
and can have, no possible control. 

We want to stay a free nation, and we 
feel sure you want us to continue to be 
free, if only that as a free nation we can 
exert a beneficent influence upon Anglo- 
American relations. But should you, how 
ever unwittingly, by your misguided or 
thoughtless economic, social or political 
actions, force us reluctantly to think in 
terms of union with you, then you may b 
quite sure that you would thereby bring 
about a very sizable increase in the num- 
ber, the range and the complexity of your 
national problems. So in your own selfish 
interest, as well as in the interest of Anglo- 
Saxon solidarity, it is very much to your 
advantage to keep us your best customer 
and your free but willing ally. This can 
only be done by giving serious thought to 
your every action, for almost whatever 
you do nowadays is bound to have very 
marked repercussions beyond your own 
boundaries 

But, as Burke said, “I do not know 
the method of drawing up an indictment 
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against an whole people’ even if I were 
in any way disposed to attempt to do so. 
With all your faults we love you still. 


NEED FOR ALERTNESS 


We know full well that most of the 
things you do as a nation are done from 
the very highest motives. We see and ad- 
mire the humanitarian impulse which bids 
you seek to alleviate hardship in your own 
land as you have so magnificently relieved 
suffering in other countries. Nevertheless, 
we do sometimes feel the need for alert- 
ness on your part lest in trying to cure a 
situation which has been with humanity 
since the dawn of history you condemn 
the whole of your society, as well as our 
own, to the loss of its individual freedom 
That loss would be a deep and truly terri- 
ble tragedy for all mankind—a tragedy in 
its end results far greater than any eco 
nomic hardship any of your own people 
would be called upon to bear under any 
conceivable present-day circumstances 

Admittedly the question of how much 


short-run hardship a_ people should be 
asked to bear in their own and the world’s 
long-run interests is hellishly hard to an 


Meantime, it seems to me, and to 
some other of my countrymen, that a cruel 
hoax is being perpetrated when it is sug 
gested by some of your most eminent citi 
that, thanks to State intervention 
there need never be any 
of any kind, nor any period of pause or 
recession in the functioning of your econ 


No machines and no humans can be 


swer 


zens 


future hardshiy 


omy 
driven at maximum speed in perpetuity, 
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and to suggest that by government fiat, or 
by State action, or by any other means 
known to man, we can abolish all hardship 
from this transitory life appears to many 
of us just plain nuts. Yet so powerful is 
external influence upon us that Canada too 
is now staggering down the same road 
sometimes in your train, sometimes a little 
ahead of you. True, we have not yet ac- 
quired a budget deficit, but I suspect one 
is hiding just around the next corner wait- 
ing to turn its deadly and repulsive leer 
upon us 

Historians and philosophers both tell 
us that the great achievement of Western 
civilization is the emergence of the indi- 
vidual; the development of individuality. 
Surely in no part of the world has the 
development of individuality played a 
greater role than in North America. With- 
out individual courage and initiative and 
labor and resource we could never have 
tamed this part of the world’s surface to 
our use. Without that development the 
hopes of all mankind would be very much 
dimmer today. 

As T. E. Jessop, an English teacher of 
philosophy, put it not long ago: ‘The 
attainment by the 
through their own struggles, of independ- 
ence, self-rule, self-reliance—these, and 
not an airy irresponsibility, are the content 
we have always given the notion of free- 


eventual colonists, 


dom 

Today we North Americans, inheritors 
of traditions of ‘‘self-rule’’ and “‘self-reli- 
ince,’ seem to see nothing alarming or 
even very unusual in the “airy irresponsi- 
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bility’ of those who by their words en- 
courage, or by their actions seek to ensure, 
the growth of State power at the expense 
of personal freedom. 


THE WELFARE STATE 


As I need scarcely remind you, one man- 
ifestation of airy irresponsibility is the 
present disposition of much of the world 
to set up some form of Welfare State; a 
State in which government will at all times 
not only seek to protect the people from 
the slings and arrows of outrageous for- 
tune, but also from the results of their own 
folly. This in abstract social theory may 
even be highly desirable. 

But let it never be forgotten that the 
basic, if undeclared, objective of the Wel- 
fare State must be to slow the pace of life 
to the gait of the least productive. Thus 
if you Americans get more fully involved 
in the Welfare State then you will not only 
set the world a bad example, but you will 
also, I submit, run the grave risk of being 
unable to discharge those international ob- 
ligations upon which the whole fate of 
Western civilization may yet depend. 

We have marched with you, and some- 
times, on the basis of our resources, a lit- 
tle ahead of you, in helping Europe back 
to her feet. But in gladly doing our part 
in the rehabilitation of a war-torn world 
we have come pretty close to the end of 
our resources. We form a social unit with 
you, but our economy resembles yours only 
superficially. When you change your wage 
or freight rate or commodity price struc- 


ture upward the resultant increase in con- 
sumer prices is largely recovered from 
your own relatively closed domestic econ- 
omy. When, by reason of our closeness to 
you, our reliance upon you as a source of 
supply, and your social influence upon us, 
we find it necessary to follow your exam- 
ple, then the unit costs of our primary pro- 
ducers are bound to be affected. Our pri- 
mary producers raise great surpluses of 
wheat and other agricultural products, of 
lumber and of pit props, of non-ferrous 
metals and of fish. Those surpluses must 
be sold abroad if they are to be sold at all. 
And they must be sold at world prices. 

Hence if the unit costs of our primary 
producers are so raised that they can no 
longer sell in world markets then we are 
bound eventually to have a recession, if 
not indeed an old-fashioned depression. 
And nothing our government can do will 
alter that awkward fact so long as ours 
remains largely a natural resources-pro- 
ducing economy tied to world markets. 

If we do have a depression you can bet 
your bottom dollar that we shall soon 
cease to be your largest cash customer. 
Moreover, we shall be unable to discharge 
all those obligations we have assumed un- 
der the Atlantic Pact and other interna- 
tional agreements. So for every good rea- 
son you have a pretty deep interest in our 
economic welfare. 


CONTAINING COMMUNISM 


The Marshall Plan is one of the instru- 
ments by which you seek to “contain Com- 
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BACK TO GOLD! 


{1 velurn 


to some mechanism such as the gold standard is es- 


sential if stabilized foreign exchange rates are to be achieved, ac- 
cording to James Muir, President of the Royal Bank of Canada, 
Montreal. Admitting that the "modern vogue for managed curren- 
such a device “politically unacceptable,” he 
stated that “in that case we should have to settle for a weaker com- 


cies” might make 


promise. This might be use of stabilization loans.” 


To take swift advantage of the recent wave of currency devalua- 


tions, he also proposed that “nations of the world should relearn a 


basic lesson of the 
Now 15 the 


time, 


the burden ¢ 


first world war and settle their war debts.” 
Mr. Muir declared, for agreement to remove 
f Britain's war incurred debt and thus “wipe out the 


greatest single threat to the value of the pound.” A second step, he 


indicated, might be to let the market determine rates of exchange as 


if J;4 


did immediately after the first World War. 


This, of 


course, 


would mean abandonment of rigid 
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parities established by the International Monetary Fund. But Mr. 


Muir pointed out that we need not abandon the Fund agreement. In 


, , 
may find it useful after the 


free exchange market 


ork. At the end of the free market period currencies 
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munism.”” The use of that great instru- 
ment is predicated upon the idea that a 
country whose national economy is in 
chaos will be discontented, and that the 
Kremlin is a past-master at exploiting such 
discontent. 

I do not subscribe to the theory that if 
we ever have less than full employment in 
North America we shall all go over to 
Moscow. It cannot be forgotten, however, 
that we Canadians already have a socialist 
government in one of our provinces, or 
that two Communists sit as members of 
the provincial legislature of my own Prov- 
ince of Ontario. When one has a long 
boundary conterminous with that of the 
leading member of the Cominform such 
things may take on significance which they 
otherwise might lack. 

The people of Canada have never been, 
and do not want to be, under financial ob- 
ligation to your government. They would 
like, however, to have you frame your eco- 
nomic policies, including your tariffs, with 
reference to, and in realization of, the fact 
that you are now the world’s great creditor. 

Above all, what we want from you is 
leadership in the fight to preserve the 
North American way of life. We want to 
feel that you have not weakened in your 
belief in the wisdom of your Founding 
Fathers. Our interest in this matter is very 
deep. For we know, even if you do not al- 
ways appear to us to realize, that if you 
turn away from your tradition and em- 
brace Statism then the cause of freedom 
throughout the world is lost. 

Let me emphasize again that you as 
Americans are the hope of mankind, and 
that that fact imposes upon you an awful 
responsibility. As businessmen, it seems 
to me, each one of you has a duty to fur- 
nish leadership to your own countrymen 
in the fight to ensure that ‘“government of 
the people, by the people and for the 
people shall not perish from this earth.” 

When one hundred and _ seventy-five 
years ago Patrick Henry said: ‘Give me 
liberty or give me death,” he set up an 
ideal for all of North America. Because 
to date we North Americans have strug- 
gled manfully in pursuit of the ideal then 
enunciated, we have seen erected here a 
civilization great not only in things ma- 
terial, but also great in things of the spirit. 
As a consequence social consciousness has 
risen with our rising standard of living, 
so that it may truthfully be said today that 
we North Americans still enjoy a higher 
standard of life than is to be found else- 
where in this imperfect world. 

If we North Americans will continue 
to cherish and be guided by those immortal 
words of Patrick Henry then we shall re- 
main the hope of mankind. If, on the other 
hand, we forget them then we shall un- 
doubtedly meet, as we shall undoubtedly 
deserve, the fate which sooner or later in- 
evitably overtakes the pusillanimous. 
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'T or PRACTICE 


Circus Poster (1895) from the collection of Culver Service. 


months of practice, in fact, to teach a seal to 
sing. And even then he muffs the cadenzas. But 
anyone, after a few minutes’ instruction, can add, 
subtract, multiply and divide with the Compt- 
ometer Adding-Calculating Machine! 

Right off, you won't handle figure work with 
the lightning qui kness of a trained operator* 
but, after a bit of practice, you'll work w imaz- 
ing speed. (No cranks... nary a lever... to 


slow you down!) 


ComMPTOMETER 


REG. U. S. PAT. OFF Chicago, and 


nly by Felt & Tarrant Manufacturing Co 
id exclusively by 


ADDING-CALCULATING MACHINES Divisi 134 N. Paulina St 


And, whatever the problem, Comptometer reg- 
Only 
Comptometer has the patented Controlled-Key 


safeguard that enforces operating accuracy. No 


isters the answer instantly. And accurately! 


wonder the world’s best run offices depend on 
this easy-to-cperate machine for figure work 
Want to know exactly how the Comptometer 


save both money in your business ? 
call your Compt- 


Non 


* Thousands of operators are trained 
Comp eter every year at Company schools through 


Chicag out the country. Your Comptometer rep 


resentative can tell you about these 
skilled specialists 





“Yellow Light” Flashed 


On Pension Programs 

Now that practically every firm is being forced to get 
into the pension act, two recent statements urging caution 
are in order. 

Many workers won't ever get the benefits promised by 
some highly publicized pension plans according to W. G, 
Caples, Industrial Relations Manager for Inland Steel Com- 
pany of Chicago, because (1) employes may not stay with 
the company long enough to be rewarded, and (2) many 
companies won't be in existence when the time comes to 
pay the pensions 

Another observer, George K. Barrett of the Ohio Oil 
Company, Findlay, Ohio, urges industry to be cautious 
about adding benefits just to satisfy popular demands and 
thereby undermining the stability of a long-range pension 
program 

What appears a reasonable benefit to the public, law- 
makers and even management today may be the factor that 
breaks down the whole pension system in a future period. 


Western Hemisphere Preferred 

American investors prefer the Western Hemisphere for 
long-term foreign investments, according to a Twentieth 
( entur) Fund report. About 70 per cent of their funds have 


divided between territories 


south. 


about equally 
f 


e United States and those to the 


one there 
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Forms Revisions To Save 
Estimated Half-Million 


An estimated saving of $500,000 annually is reported by 
the Committee on Public Utility Reports to the SEC, as a 
result of recent revisions in SEC Forms 10, 10-K and 8-K 
Most of the savings, it ts reported, will be due to changes 
in Form 10-K which will require approximately 120,000 
man-hours less to prepare, according to the Edison Electric 
Institute Bulletin, than would have been needed if the old 
form used in 1949 were now in use by all registrants 
The Committee on Public Utility Reports is part of the 
Advisory Council on Federal Reports which cooperated 
with the Federal Bureau of the Budget in obtaining sim- 
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plification of these SEC reporting forms. The Advisory 
Council is composed of members appointed by several busi- 
ness organizations including the Controllers Institute of 
America (represented by Lisle W. Adkins and Leith V. 
Watkins). 


“Increase in Net Worth” 
Favored Over “Profit” 

Corporations’ reports to the public should use increase 
in net worth instead of profit as a measure of the results 
achieved, according to Don Knowlton, of the public rela- 
tions firm of Hill & Knowlton. . Addressing the 
New York Society of Security Analysts, Mr. Knowlton 
urged the change on the ground that use of the word profit 
by accountants and the understanding of the term by the 
public are totally different. . . He noted that most 
companies rely on the so-called profit for replacement of 
facilities and equipment, while the public thinks profit 
means cash left over. The speaker held that reporting net 
worth, with a depreciation deficiency deduction as an al- 
lowance against inflated replacement costs, would be a 
more accurate way of reporting to the public. 


Working Capital of Companies 
at Record Peak in 3d Quarter of ‘49 


The Securities and Exchange Commission has reported 
that working capital of private business corporations 
reached a record high of $67.7 billion during the third 
quarter of 1949—representing a gain of $1.1 billion dur- 
ing a three-month period ending last September 30. 

The S.E.C. attributed the increase to a $1.3 billion over- 
all boost in corporations’ current assets, a figure partially 
offset by an increase of $200 million in current liabilities. 

The commission also reported continuing heavy invest- 
ments by corporations in new plants and equipment. A to- 
tal of $3.8 billion was earmarked by the companies during 
the three-month period to finance expansion, the S.E.C. 
said. 

The agency stated that all but $600 million of these 
funds came from so-called internal sources such as depre- 
ciation accruals and undistributed profits. The $600 mil- 
lion in outside financing was divided between long-term 
borrowings and the sale of new stock issues. 

Most companies achieved working capital gains, the 
commission explained, largely by reducing inventories and 
transferring these funds into working capital accounts. The 
agency placed inventory reductions at about $1 billion dur- 
ing the July-September months. 

Among the more significant developments in the cur- 
rent position of corporations during the third quarter,” the 
report stated, “were the continuing decline in inventories 
ind the increased holdings in cash and United States Gov- 
crnment securities.’ 

The S.E.C. placed total inventories as of September 30 
at $44.7 billion and government bond holdings at $15.6 
billion, an increase of about $800 million in federal securi- 
ties during the quarter 





Public Believes U. S. Is Spending Too Much 

In view of President Truman's new budget calling for 
another deficit estimated at $5 billion the results of a re- 
cent Psychological Barometer survey are of special signifi- 
cance. In this survey people were asked in personal inter- 
views from coast to coast: 


“Do you think the government in Washington is 
spending too much money, not enough, or about the 


right amount?” 
67% 
18% 
4% 
11% 


said spending too much 
said about right 

said not enough 

were uncertain 


This survey was made in October before the extent of 
this year's deficit spending was fully known. Even the 
lower income groups believed that the government was 
spending too much at that time, as may be seen below: 


Upper Upper Lower 
Income Middle Middle Income 


Cc € € c 
c C c 


Lower 


Too much 89 
About right 

Not enough 

Uncertain 


Building Employe Loyalty 

What factors are most important in the development of 
high employe morale within a corporation? 

Recent comments by authorities indicate that these fac 
tors can range all the way from “‘plant sanitation” to ‘top 
management attitude.” 

At a recent plant maintenance show in Cleveland, one 
of the speakers pointed out that management must ex- 
hibit economic statesmanship to provide sanitation and 
good housekeeping for its employes. The speaker called for 
mechanization of sanitation methods and said “wage rates 
are now too high to permit coolie labor gangs.” He as- 
serted that sanitation includes the total environment of the 
worker on the job and that organized labor may be ex- 
pected to give increasing attention to those aspects of in- 
dustrial sanitation which contribute to employe morale. 

Discussing this subject of worker morale in a recent 
issue of The Harvard Business Review, James C. Worthy 
of the personnel department of Sears, Roebuck and Com- 


pany declared that economic values such as pay rates, hours, 
working conditions, and the like frequently play a second- 
ary role in developing good employe relations within a 
utinde 


company. More important is top management's 
High morale is a by-product of sound organization 

“It is not,”” he said, “a result that can be achieved by and 
for itself. Above all, it is not a result of ‘being nice to 
people’ or plying them with favors 

“Nor is high morale something to be achieved at the 
expense of good operating results. The same policies, atti- 
tudes, and practices which are best calculated to produce 
good operating results over the long run are precisely the 


policies, attitudes, and practices which produce high levels 
cf employe morale.” 

Mr. Worthy pointed out that an analysis of 12,000 re- 
sponses to one questionnaire showed pay ranked in eighth 
place among the elements related to high morale. 

“Interestingly enough,’ he adds, “this eighth place item 
related to pay in comparison with other jobs in the same 
unit. Rates of pay, as such, ranked in 14th place. Hours 
of work, in 21st place, fared still more poorly as an influ- 
ence on employe attitudes.” 

Mr. Worthy cautioned that hours of work, rates of pay, 
and proper job differentials are necessarily important, but 
he emphasized that these things in themselves are not 
enough-——they are only the beginning. 

In summary it boils down to this: If 95% of em ployes 
would rather work for their present employer than any 
other company of which they know, the company's attitude 
toward employes is in good working order. If not, it's time 
to “Sto p—Look—Listen.’ 

Sears, Roebuck tested its employes with a questionnaire 
and found that 72° thought Sears was better than aver- 


age or one of the very best places to work and only 3% 
thought the company was “poorer than average.” 
Many a firm might emulate the example set by Sears. 


MAJOR REVENUE-PRODUCING TAXES 
(Figures represent percentages of total tax collections) 
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“Cornhuskers” Have It Easy 

The highest state taxes per capita in these United States 
exist in the state of Louisiana. According to Commerce 
Clearing House they total $92.19 per each inhabitant. 

On the other hand, Nebraska's ‘Cornhuskers’ live in 
comparative ease—at least tax-wise—since their per capita 
state tax at $35.92 is the lowest. New Jersey is close behind 
with an average of $40.90. 

Around the country the average per capita state tax dur- 
ing the 1948-1949 period was $57.43. That was 94% 
above the $29.60 average for 1938-1939. 

New York led 


with collections of $893 millions and California was close 


As far as dollar totals are concerned 


behind with $864 millions. 
Around the country the total was $8.34 millions. That 


c 


was 117% more than was collected in the 1938-39 period 
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Business Failure Trend 


is Upward: Why? 


In line with expectations there has 
been a noticeable increase in business 
failures since 1946. The chart, in an ad- 
joining column, from the Cleveland 
Trust Company's business bulletin re- 
veals the trend after World War I and 
World War II. Business failure records 
as compiled by Dun & Bradstreet extend 
as far back as the years before the Civil 
War and invariably indicate that insol- 
vencies declined to a very low point dur- 
ing major wars and later moved back 
toward the prewar level. 

In the Cleveland Trust Company's 
chart, which is based on Dun & Brad- 
street data, the solid line represents the 
annual number of failures from 1914 
through 1923 (the scale being indicated 
at the top). The dashed line covering the 
1940-49 period represents figures that 
are not strictly comparable because the 
coverage for the second period has been 
broadened somewhat 

Commenting on the reasons for busi- 
ness failures the Cleveland Trust Com- 
pany recently pointed out that competi- 
tion slackens during a great war because 
business concerns, whether efficient or 
not, are needed for war purposes as well 
as for civilian activities. Consequently 


\S enn ee wee _ eee 


business mortality drops off sharply. 
With the gradual return of normal com- 
petition in post-war years, the curve of 
failures turns upward. The diagram il- 
lustrates these trends for World Wars I 
and II, and similar trends appeared in 
the Civil War. 

In World War I a great volume of 
foreign orders was received before we 
entered the war, and business failures 
started down in 1916. After 1919 they 
advanced rapidly until in 1922 they ex- 
ceeded the 1915 figure. 

In World War II we were heavily en- 
gaged in national defense for more than 
a year before Pearl Harbor, and the num- 
ber of failures was decreasing during 
that early period, After the war they rose 
slightly in 1946 and steadily over the 
past three years, But the 1949 total of 
9,252 industrial and commercial failures 
was 32 per cent under the 1940 figure and 
22 per cent less than in 1941. 

In view of the large growth in the 
total business population in recent years, 
and the fact that annual failures are still 
not back to prewar, the trend of bank- 
ruptcies may continue upward for some 
time, it is noted. In 1950, for example, 
the number of failures for the first eight 
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‘Now then, I'd like to see the no‘ary 
about filing a petition of bankruptcy” 
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BUSINESS FAILURES 
IN TWO WAR AND POSTWAR PERIODS 
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weeks was 1,653, as against 1,230 for the 
same weeks in 1949. 

Classifying the causes of the 2,261 
business failures during the third quar- 
ter of 1949, Griffith M. Jones, assistant 
to the president of Dun & Bradstreet, 
Inc., writing in the December, 1949, 
issue of Dun’s Review, emphasizes that 
“the outstanding fact * * * is that the 
success or failure of a business enter- 
prise depends almost entirely upon the 
quality of judgment exercised by the 
principals in the initial planning stage 
and during subsequent managerial ac- 
tivities, particularly until the business is 
thoroughly established * * * Most 
failures—90.2 per cent according to this 
study—are the result of inefficient man- 
agement due to inexperience or incom- 
petence “oe” 

These factors of inexperience or in- 
competence are evidenced, in the D & B 
analysis, by an inability to avoid situ- 
ations which result in such underlying 
causes of failure as inadequate sales, 
heavy operating expenses, inventory dif- 
ficulties and excessive fixed assets. 

Other (and lesser) causes include ne- 
glect of business, fraud on the part of 
the principals, or disasters such as fire, 
burglary, strikes, employe fraud, etc., 
some of which could well have been pro- 
vided against through insurance. 
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@ With the Simplified Unit Invoice Accounting payments, keeping ledgers in balance and han- 
Plan, there’s no thumbing through dozens of dling routine collection effort. And, all of your 
accounts to find those that require attention. records are housed and protected against fire and 
Delinquents are instantly spotted ... by a glance the impact of crushing falls by certified, insulated 
at the Kolect-A-Matic panels . . . because the equipment. 
colored Graph-A-Matic signals automatically age SUIAP gets the money in with dollar-savings 
the oldest open charge. You get facts—pertinent, and time-savings for you. To find out how—fill out 
concise, up-to-date—when you want them! and send the coupon today. 

So long as purchase totals fall within each cus- 
tomer’s credit limit, credit authorization is han- Routine Credit Authorization 
dled as a routine operation. This means that only 
over-limit purchases are referred to the Credit 
Manager for full consideration. Preliminary col- 
lection effort is also completely routinized: Form 
notices are sent on schedule. And your getting- 
down-to-cases collection letters are based on 
complete information that is always available. 

SUIAP makes it possible for just one operator 
to handle all activity on thousands of accounts... 


authorizing credits, entering charges, applying 
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PLANNING FOR CONTROLLERS ANNUAL MEETING IN SEPTEMBER 


Coordination of the many details involved in the plans for the roth Annual National Meeting 
of the Controllers Institute of America, to be held at the Edgewater Beach Hotel in Chicago, 
September 17-20, is going forward under the direction of the following committee heads: 


AROUND THE TABLE (left to right 


BUSINESS SHOW: Donald L. Schroder 
Victor Adding Machine Company 


BUSINESS SHOW: John A. Murphy 
Exhibits Manager, Controllers Institute of America 


HOUSING: Leo E. Stevens 
American Hospital Supply Corp. 


ENTERTAINMENT: Lenox B. Buchanan 
Chicago Mill and Lumber Company 


ARRANGEMENTS: H. Harold Humphreys 
American Lumber & Treating Company 


VICE CHAIRMAN: James L. Peirce 
A. B. Dick Company 


PROGRAM: Gordon B. Rockafellow 
Purity Bakeries Corporation 
Chairman of Committee 


GENERAL CHAIRMAN: Charles Z. Meyer 
First National Bank of Chicago 


HEADQUARTERS REPRESENTATIVE 
Paul Haase, Assistant Managing Director 
Controllers institute of America 


PROGRAM: J. W. D. Wright, International Har 
vester Company (Member of Committee 
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19th Annual Meeting 


CONTROLLERS 


INSTITUTE OF AMERICA 


CHICAGO 


Edgewater Beach Hotel 


SEPT. 17-20, 1950 


FINANCE: William M. Edens 
Continental Illinois National Bank & Trust 
Company of Chicago 


LADIES HOSPITALITY: Arthur S. Goodman 
American Forge Division, 
American Brake Shoe Company 


PUBLICITY: R. D. Burnet, 
Starrett Television Corp., New York 
(Vice Chairman of Committee) 


RECEPTION: Carl M. Blumenscheim 
Container Corporation of America 


NOT PRESENT 


REGISTRATION: Raymond P. Dennett 
Kraft Foods Company 


PUBLICITY: Thomas W. Bryant 
The Cuneo Press, Inc. 
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Good Old Net Profit! 


W. I. McNeill 


OOD OLD NET PROFIT—is it ‘Profit 

Nonsense’ as termed by the writer 

of an article on the subject or does it serve 
a useful purpose ? 

We can reconcile ourselves, as ac- 
countants, to a net profit in total, but 
someone may ask, “Why bother to break 
it down into net profit by branches, by 
product groups or by individual prod- 
ucts? You have to make a lot of arbi- 
trary prorations that may or may not be 
meaningful, and what can you do with 
it after you get it?” 

The consideration of this problem 
should be approached from two points 
of view; namely, (1) the collection of 
historical facts and (2) the interpreta- 
tion of those facts in terms of manage- 
ment problems. 

First, let me state the conclusion of 
this article in the beginning, namely, 
that in my opinion statistical net profit 
obtained historically once a year and 
computed in advance for the year to 
come is an indispensable tool of manage- 
ment for judging the profitability of in- 
dividual products, product groups, or 
sales branches or territories, and, if you 
please, it 1s indispensable in appraising 
selling prices. 

A discussion of the problem leads 
immediately to a basic concept, namely, 
that every dollar that a company spends 
must find its way eventually into the 
cost of one of the company’s products. 
The determination of net profit through 
the allocation of all dollars spent is the 
safest way of notifying the management 
of products or branches that are not 
producing a satisfactory return 

Someone may say, “But gross profit 
gives us a good idea of profitability, 
doesn't it?’ The answer is “Yes” if the 
proportion of Distribution, Selling and 
General and Administrative expense is 
the same for each product in all loca 
tions, and “No” if it is different. If 
freight, warehousing, selling, advertis 
ing, research and development and 
other similar expenses all together cost 
twice as much for one product as for 
another, someone might like to know 
about it. The following example will 
serve to illustrate the point: 


The conclusion to this article is that net profit 
by product, product group, or territory or 
branch, both historically and looking to the 
future, is an indispensable tool of management. 





SELLING PRICE 
Factory Cost 


Gross PROFIT 


A 
$1.00 
60 


it) 


Distribution, Selling & General and Administrative 


Expense 
Distribution Expense 
Selling & Advertising Expense 
Research & Development Expense 
Other Administrative Expense 


Net Profit before Taxes 





Too often it has been proven that the 
failure to go through the mathematical 
discipline of making every dollar come 
out on each product has resulted in 
failure to acquaint oneself with the real 
facts. Dollars spent have a way of se 
creting themselves and being overlooked 

Some folks advocate allocating all di- 
rect and easily applied Distribution, 
Selling and General and Administrative 
expense and saying that the difference 
between the total determined 
and the selling price is the amount that 
the product contributes to the unallo 
cated amount. This appears to the writer 
to be a job half done. The problem is 
not buttoned up; it is left with an open 
end. For instance, suppose in the illus 
tration given above any one of the ex 
penses were left what 
know about your problem? 


cost so 


out, would you 


It is, therefore, considered good dis- 
cipline for any management to have to 
look at a statistical statement in which 
every dollar is accounted for. Such a 
statement is often revealing and some 
times startling. 

Having prepared a statement of his 
torical costs, what are some of the busi- 
ness problems for which such statements 
can be used? 

A few of the most important prob- 
lems in any business are 


. What to do with unprofitable individ- 
ual products or product groups. 


What to do with unprofitable 
branches or territories. 


sales 


Advisability of changing the selling 


price on an old product. 


Determination of selling price of a new 
product. 


W. |. McNEILL has followed up his first article “Good 
Old Overhead!” (THE CONTROLLER—November, 1945) with 
another “good old” thought-provoker. A graduate of Mas- 
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engineering administration, Mr. McNeill has served in the 
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What To Do With Unprofitable Products 
or Product Groups 

It is not uncommon for some man- 
agements to shrink from facing the real- 
ization that on the basis of the alloca- 
tion of total money spent certain prod- 
ucts show losses. There is always the 
temptation for some to say, ‘Why, there 
really isn't a loss; you show a loss be- 
cause of a lot of arbitrary allocations” 
or ‘There really isn’t any loss on an out- 
of-pocket basis; the overhead would go 
on anyway whether we made that prod- 
uct or not.” The important thing is that 
you have spent the money; it has to be ap- 
plied against some product, either present 
or future; and if you take it away from 
one product you must put it on some other. 
There is no escape from the facts. 


The real test of business judgment 
comes in attempting to interpret the 
facts. What shall be done with the loss 
product? It may be a product necessary 
to complete a selling line. It may be an 
auxiliary “come on” product necessary 
to sell the main product or it may be a 
product that could be bought cheaper 
than produced. In some cases perhaps 
the product should be dropped from the 
line. The decision in any case will rest 
on the following: What will be the ef- 
fect of any definite act on the net profit 
of the company over a period of years, 
i.e., will there be more dollars of net 
profit over a period of time by one de- 
cision than there will be by another ? 

In trying to determine whether it is 
more profitable to push one class of 





PROBLEM FACTORS 


(a) There are two products 


Product A and Product B. 


(b) The total fixed overhead is 100 in each example. 
(c) Product A has a variable expense of 80 per unit and a fixed overhead of 20 for the two 


units in Example No. 1. 


Product B has a variable expense of 20 per unit and a fixed overhead of 80 for the two 


units in Example No. 1. 


(d) In each case it has been assumed that the selling price is 120 per unit. 

(e) For simplicity all variable costs, whether Factory Cost, Distribution, Selling or General 
and Administrative, have been lumped together. 
Similarly, all fixed costs have been lumped together. 

(f) The allocation of fixed overhead for Example 2 and 3 is purely arbitrary but has been 
adjusted in a manner considered as not to distort the point the examples are sup- 


posed to illustrate. 


Example No.1 - 


Number of Units Sold 


Product A Product B Total 
for 
Plant 


2Units§ 2 Units 


Torat Cost (Factory plus Distribution, Selling, 


and General & Administrative) 
Variable Cost 
Fixed Cost 


Total Cost 
Sales 


Net Profit 


160 40 
20 80 


180 120 
240 240 


60 120 


Exam ple Ne¢ 


Number of Units Sold 


Total 
for 
Plant 


Product A Product 


3Units 1 Unit 


Tora. Cost (Factory plus Distribution, Selling, 


and General & Administrative) 
Variable Cost 
Fixed Cost 


Total Cost 
Sales 


Net Profit 


Example 


Number of Units Sold 


120 


N 

Total 
for 

Plant 


Product A Product 


LUnie 3 Uni 


Tora Cost (Factory plus Distribution, Selling, 


and General & Administrative) 
Variable Cost 
Fixed Cost 


Total Cost 
Sales 


Net Profit 
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products rather than another class, it is 
necessary to do more than look at net 
profit per unit. It is necessary to con- 
sider the effect of fixed and variable 
costs. In the adjoining columns there 
are three simple illustrations which tend 
to show that the product which absorbs 
the most fixed overhead (charges which 
continue whether or not there is pro- 
duction or sales such as Depreciation, 
Taxes, Rentals, Insurance, Salaries of 
Officers and other personnel, etc.) is 
likely to yield the most profit. 


What To Do With Net Profit 
by Sales Branch 

A company must know why one ter- 
ritory or branch is more profitable than 
another. The allocation of total dollars 
spent (at least once each year for the 
year past and a budget for the year to 
come) by territory is essential to proper 
management of the business. Here again 
a study of facts (with the knowledge 
that all of the company’s dollars spent 
have been accounted for by territory) 
will reveal how profits can be improved, 


Determination of Change of Selling Price 
of Old Product, Selling Price of New 
Product or Profitability of Either if Selling 
Price 1s Determined by Competition 

It is assumed in this discussion that 
orderly means have been employed to 
properly determine the proper factory 
cost and to determine the proportion of 
warehousing cost, freight, selling effort, 
advertising, research and development, 
and perhaps certain General and Admin- 
istrative expenses applicable to any prod- 
uct on a historical basis. It is not the 
purpose to explain the techniques for 
distribution in detail in this article. It 
will suffice to point out that the real 
facts are never known until orderly 
methods of distribution have been ap- 
plied. For instance, the cost of labor to 
handle a product into and out of a ware- 
house for a light bulky product may be 
wholly different from that of a heavy 
product. Similarly, the floor space oc- 
cupied by one product, month in and 
month out, may, due to production or 
sales demands, be entirely different from 
floor space occupied by another product. 

The freight on a product which is 
sold on the West Coast when the manu- 
facturer is in the East may be wholly 
different from that sold on the East 
Coast. Likewise, the volume in the West 
may be twice that in the East. It may 
take twice the sales effort to sell one 
product line than another. The cost of 
advertising on one line may be tremen- 
dous with none on another. The cost of 
Research and Development necessary to 
keep one product competitive may be 
much more than some other. It has even 
been demonstrated that the cost of Bill- 
ing, Credits, and other accounting for 








one line may be wholly different from 
another due to perhaps selling small 
lots to many small buyers in one case 
and large lots to a few chains or dis- 
tributors in the other. These expenses 
are not proportional to sales. Therefore, 
standards based on periodic studies are 
much more useful. If factors are prop- 
erly determined you should be able to 
multiply yearly sales of each product by 
the factor for each product in each class 
of expense and arrive at the total actual 
dollars spent for the year within a rea- 
sonable degree of accuracy. The above 
are brief illustrations of some of the 
problems involved in the allocation of 
this type of expense. 

As an example of the use to which this 
information can be put, let us assume 
that you are called upon to estimate a 
selling price. How shall you proceed 
from the historical statistical facts at 
hand? The steps would be somewhat as 
follows 

1. Estimate a factory cost in terms of es- 

timated future labor and material costs, 
adjusting overhead to the volume of 
production to be expected for the future 


and providing for the allocation of all 
dollars spent in cost. 


. Estimate the expenditure for each item 
of Distribution, Selling and General and 
Administrative expense over the period 
during which you hope to get your 
money back. 


The treatment of Research and Devel- 
opment and Advertising will be some- 
what as follows: 

Assume for instance that you have 
spent $100,000 for Research and Devel- 
opment in the past as shown by your 
breakdown of Research and Develop- 
ment costs without making any sales 
Also, assume that you contemplate 
spending $10,000 a year for Research 
and Development for the next five years 
and you decide as a matter of business 
judgment that you want to get your 
money back in five years plus a profit. 
You will add the $100,000 spent for 
Research and Development in the past 
to the anticipated $50,000 to be spent 
and divide the total by the anticipated 
volume of sales for the next five years, 
because otherwise you will never recover 
your money that has been spent. If this 
should be 150,000 units the cost of Re- 
search and Development to be used in 
estimating a selling price would be $1.00 
per unit. A similar calculation should be 
made for advertising 

When these calculations have been 
made and summarized into a total cost, 
you will be relatively sure that you will 
set a selling price that will assure a 
profit. Your historical net price record 
on an actual basis from year to year or 
period to period will tell you how 
nearly you are meeting your objective 
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TAXABLE AND BUSINESS INCOME 
by Dan Throop Smith and J. Keith Butters 


Reviewed by J. H. LANDMAN 
of the tax law firm of 
Sher, Roeder and Landman, New York 


This reviewer believes that the income 
of an enterprise is a variable, but not nec- 
essarily therefore improper, amount de- 
pending upon one’s reporting purpose. 
There is income, of course, for tax as dis- 
tinguished from business purpose. Both 
concepts, in turn, also vary. The reportable 
taxable income of a venture may result 
in one amount if the taxpayer elected the 
last-in first-out method of inventorying, 
or the declining balance method of depre- 
crating in contrast with respective conven- 
tional methods. Similarly, business income 
differs with the amount and variety of con- 
tingency reserves, and with the apprais- 
als of inventories and depreciable assets 
among many other equivocal factors. 
Strangely enough, they may all be accept- 
able though the figures may not of neces- 
sity be identical 

In this study entitled Taxable and Busi- 
ness Income, Dan Throop Smith and 
J. Keith Butters, professors of finance and 
business administration respectively, at the 
Harvard Graduate School of Business Ad- 
ministration, undertake to distinguish tax- 
able from business income as the title of 
their book implies 

Part One deals with the primary reasons 
for the difference between these two con- 
cepts No controller need be told that tax- 
able income is not identical with business 
income. However, in this book he will 
find not an exhaustive account of the prob- 
lem but selected cases illustrating the situ- 
ation. The authors treat contrastingly val- 
ucs (bases), depreciation, depletion, in 
ventory, bad debts, interest, bonds, life 
insurance proceeds, capital gains, instal- 
ment sales, prepaid rent, surplus reserves, 
and research and development expenses, 


among other items 


THE CONTROLLER 


Quantitative Differences 

Part Two concerns itself with the quan- 
titative differences as reflected in several 
hundred publicly held corporations based 
on data from the Securities and Exchange 
Commission and from federal tax returns 
for the years 1929 to 1937. 

The authors discovered that, for this pe- 
riod of time, book profit typically exceeds 
statutory net income but usually by less 
than 10 per cent, which becomes dimin- 
ished in most industries upon Treasury 
audit. However, in certain mining and 
public utilities industries, the discrepancy 
is as much as 50 per cent or more because 
of differences in depletion and deprecia- 
tion treatment. 

Unlike profits in successful corpora- 
tions, deficit ones evince relatively greater 
statutory than book losses. The size of a 
company is found not to be a governing 
factor. However, industries display their 
own idiosyncrasies. Contrary to the situa- 
tion in deficit corporations, income cor- 
porations manifest larger discrepancies in 
depression than in prosperous years. Com- 
panies seem to have no definite perennial 
pattern in this regard. 

The authors have good cause to be proud 
of Part Two. It is a scholarly contribution 
to the subject of the divergence between 
taxable and business incomes. Its chief 
merit lies in establishing the degree of dif- 
ference between these two concepts, and 
consequently fills a long felt need. 

This study was published under the aus- 
pices of the National Bureau of Economic 
Research, Inc., which declines to make 
recommendations based on its findings. 
After the splendid analysis of the differ- 
ence between taxable and business incomes 
by the authors, the reviewer cannot help 
but impose on his readers his own effu- 
sions as to the therapeutics and prognosis 
of the problem. 
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Mr. George O. May, a prominent ac- 
countant and one of the collaborators in 
this study, deplores the divergence be- 
tween taxable and business incomes, and 
cogently observes that the problem arose 
because of : 


‘A. Constitutional limitations, 

B. Differences in attitude towards 
merely potential losses or expenses, 
Semantics—especially in relation 
to the words ‘accrue’, ‘reserve’ and 
their derivatives, 

Difference between the legal and 
the accounting approach to certain 
questions, 

The human craving for the sup- 
posed certainty of a definite rule.” 


This is an admirable quintessence of the 
causation of the problem. The reviewer 
would like to supplement these thoughts 
by repeating the idea he expressed in his 
opening sentence that income, taxable in- 
come, and business income are arbitrary 
concepts. They possess no absolute truths, 
except perhaps philosophically apart from 
whatever values we mortals want to give 
them. The concept of income has been 
the cause for controversy among econo- 
mists for centuries and remains so to this 
day. Taxation is as old as man, whereas 
accounting, as differentiated from book- 
keeping, is one of the youngest of sci- 
ences. 

Taxes have always been imposed by gov- 
erning classes for more than just a source 
of revenue. It is true today whether one 
considers it an abuse of power or not. In 
a democratic society like our own, the 
working majority in Congress consists of 
a group of minorities. It enacts our tax 
laws usually with the approval of the 
President. Having decided what portion 
of our national disbursements should be 
discharged out of current taxes, the ma- 
jority then agrees upon the nature of the 
taxes and their distributive group or class 
burdens even in the absence of unconscion- 
able trcatment of the inarticulate minori- 
ties. Thus the majority has in its power 
the economic, social and political destiny 
of the nation. Consequently the term 
“taxable income” is related to the words 
“income” and “business income” only se- 
mantically and historically. , 

If we acknowledge the fact that taxation 
is an economic, social, political as well as 
fiscal instrumentality of government, then 
the current distinction between taxable and 
business incomes is not intellectually dis- 
turbing. To illustrate, large depletion de- 
ductions in the natural resources indus- 
tries, and the return of investments in the- 
atrical ventures before taxable income 
arises are justifiable in the eyes of the Con- 
gressional majority to encourage the nat- 
ural resource and the theatrical companies 





for the welfare of the nation although 
those not in these industries have to bear 
larger tax burdens than otherwise. Even 
replacement in lieu of cost depreciation 
can be justified tax-wise on the ground that 
it will accelerate the acquisition of new 
plant and equipment to reduce the per 
unit cost of manufacturing which will 
help correct the nation-wide recession." 

In brief, when Congress enacts tax legis- 
lation it is not necessarily imposing a tax 
on all income but on properties, sales, a 
part of the income or on any other factor 
to derive revenue but also to implement a 
preconceived economic, social and politi- 
cal program, which objective may or may 
not be achieved. 


Concept May Var) 

The concept of taxable income may 
vary with each Congress, and may un- 
dergo further change by Treasury ad- 
ministration and by judicial interpreta- 
tion. Business income is even more ka- 
leidoscopic. In a given venture, no two 
accountants may agree on the amount of 
business income because it is just as arbi- 
trary and subjective a concept as income 
itself. Yet, it is the very foundation of 
accounting science. 

Little wonder that the American Insti- 
tute of Accountants and the Rockefeller 
Foundation are busily engaged in a study 
of this very problem.* Its purpose is to 
arrive at a more accurate concept of busi- 
ness income. The reviewer hazards the 
prophecy that, if this be its sole objective, 
its findings will reconcile a number of 
prevailing concepts of business income 
with those of economic and taxable in- 
comes but will achieve little pragmati- 
cally. The solution to the dilemma lies in 
abandoning the hope of defining abso- 
lute business income. 

What the accounting science needs more 
than a definition of an absolutely true con- 
cept of business income 1s a reasonable and 
uniformly employed conce pt of account- 
ing wnconie. 


FINANCE 


BANKING. By W. J. Thorne. Oxford 
University Press, New York. $2.00. 
Some understanding of the banking 

system is a help and a protection to every 

member of the community, and Mr. 

Thorne's book is designed for those who, 

without wishing to read a detailed thesis, 

desire to learn how British banking has 
evolved and how the functions per- 
formed by bankers fit into the national 
economy 

After giving a brief outline of the his- 


Landman, “The Old ar 
Problem,” Taxes, October, 

* Refer to “What ls Busine 
lished by Controllers Institut 
New York (50c) 


1 New Depreciation 
1949, pp. 911 et seq 

Income ?"’, pub- 
ot America, 1950, 


tory of banking, the author deals with 
the existing situation and devotes a chap- 
ter to the future. He also records in some 
detail the development of the Bank of 
England, while the final chapter surveys 
the banking systems of other countries. 


CASE PROBLEMS IN FINANCE. By Pearson 
Hunt and Charles M. Williams. Richard 
D. Irwin, Inc., Chicago. $5.00. 


INVESTMENTS. Second Edition. By George 
W. Dowrie and Douglas R. Fuller. 
John Wiley & Sons, Inc., h Ave- 
nue, New Y ork. $5.00. 
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MONETARY MANAGEMENT—THE REGU- 
LATION OF CrepiT. By E. Sherman 
Adams. The Ronald Press Compan) 
East 26th Street, Neu York. $2.50 





terminology. 


Controllers of companies 


S-X in handy 





ants and securities 


reference torm. 


it is; something they have to live with 
guide to the form and content of financial statements required 


under 


underw riters. 


LABOR-MANAGEMENT 


LABOR RELATIONS AND POLITICAL AC- 
TION—-THE CHALLENGE TO MANAGE- 
MENT. American Management Associa- 
tion, 330 West 42nd Street, Neu York 


SO cents, 


CAUSES OF INDUSTRIAL PEACE UNDER 
COLLECTIVE BARGAINING. National 
Planning Washington, 
D.C. $1.00. 
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THE Cost AND FINANCING OF SOCIAL 
Security. By Lewis Meriam, Karl T. 
Schlotterbeck and Mildred Maroney 
Brookings Institution, Washington, 
D. C. $3.00. 
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Two New Studies Mapped by 
Controllership Foundation 


WO NEW PROJECTS of fundamental im- 

portance to controllers and their com- 
panies have been started by Controllership 
Foundation, Inc 

The project on “Anticipating the Tax 
Effect in Business Decisions,” is designed 
to help “control taxes’’ at their inception, 
i.¢., before the act is performed that creates 
a tax liability. The magnitude of the prob- 
lem is indicated by the fact that in many 
instances taxes amount to 50% or more of 
a company § net earnings 

Previous studies in this field, made by 
other organizations and individuals, cover 
what should be done to minimize the im- 
pact of taxation. This project will show 
what steps are being taken by the com- 
panies studied to make certain that they do 
not expose themselves to unnecessary tax 
liability by failing to use the knowledge of 
the controller and the tax department in 
the formulation of decisions. 

Edward C. Hunt, secretary of the West 
Point Manufacturing Co., Boston, is chair- 
man of the advisory panel of the Control- 
lers Institute members in charge of this 
study, which held its first meeting in Bos- 


1. “Anticipating the Tax Effect in Business Decisions” 
2. “What Does Controllership Service Cost?” 


ton on May 2. The other members include: 
Stanley F. Chittick, assistant treasurer of 
the Simonds Saw and Steel Co., Fitchburg, 
Mass.; D. H. Dalbeck, treasurer of the 
Reed-Prentice Corp., Worcester, Mass. ; 
H. P. Keyserling, controller of the Ply- 
mouth Cordage Co., Plymouth, Mass. ; 
Frederick L. Patton, vice president of The 
Cambridge Rubber Company, Cambridge, 
Mass., and John V. van Pelt, III, controller 
of The Kendall Co., Walpole, Mass. All 
are members of the Institute’s Boston Con- 
trol 

As the first step in determining “What 
Does Controllership Service Cost?” a ques- 
tionnaire is being planned, to be sent to a 
large number of controllers in a broad 
cross-section of industries and locations, 
asking each recipient to cite the number of 
employes and the annual wage cost re- 
lated to each of 25 major functions, such 
as reports and statistics, tax accounting, 
budgets, internal auditing, credits and col- 
lections, accounts payable and receivable, 
time keeping, cost accounting, etc. 

From such figures, the sources of which 
will be kept confidential, the Controller- 
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ship Foundation’s advisory panel of Con- 
trollers Institute members in charge of this 
project expects there will emerge the first 
tangible definition of what the typical con- 
troller does in each size firm, and what his 
department's services cost in money and 
manpower. From the returns the commit- 
tee will also derive information from 
which to develop approximate standards 
of cost for each function. In short, it 
should then be possible, for example, for 
a controller to say, “The pay roll function 
in my department should cost $______ a 
year, based on an analysis of the services 
it performs.” 

James A. Marohn, treasurer of the 
Noma Electric Corp., New York, is chair- 
man of the panel, which held its first meet- 
ing on April 19, and which drew up and 
approved the questionnaire at a special 
meeting on June 7. The other members of 
the committee are as follows: David R. 
Anderson, treasurer, W. B. Saunders Co., 
Philadelphia; J. Karl Fishbach, assistant 
controller, Macy's, New York; Mortimer 
J. Fox, Jr., assistant to president, Schering 
Corporation, Bloomfield, N. J.; C. J. 
Kushell, Jr., controller of the Port of New 
York Authority; and B. F. Wiegard, as- 
sistant controller of International Business 
Machines Corp., New York. 

Based on the methods which has proved 
successful in analyzing statistics of depart- 
ment store and variety chain expenses, this 
breakdown by functions should bring to 
light. information not previously known. 
For example, it will provide an index as to 
how much a pay roll division should cost 
as a percentage of the total labor pay roll, 
or what the cost of the receivables section 
should be in per cent of total credit sales. 
Very little has been done before to help the 
individual controller tell whether he is 
spending too much or too little for each of 
the basic functions performed by his or- 
ganization. 

The variables encountered in any such 
functions are the principal problems with 
which the committee is struggling,—for 
example, in the case of pay roll, the size 
of the company, frequency of payment, 
method of payment (check or cash), de- 
gree of mechanization, number of deduc- 
trons, etc. 

Both projects received a preference vote 
of the Controllers Institute members in a 
poll, antedating their approval by the trus- 
tees of the Controllership Foundation. 





New Program at Columbia's 
Graduate School of Business 


For the first time in its thirty-four-year 
history, the Graduate School of Business 
at Columbia University next fall will open 
its doors to college-trained men and 
women in business who want to study 
simultaneously for graduate degrees in 
business, it was announced recently by 
Dean Phillip Young. 

In a deliberate move to accommodate 
qualified part-time students, the School 
will state in its 1950-1951 catalogue that 
“primary consideration will be given to 
men and women with outstanding aca- 
demic and experience records.” In the 
past, preference in admission has gone 
to students who could devote full time to 
their studies. 

The announcement of the new policy 
emphasized the changing role of the 
School which, on July 1, completed its 
first full year as an all-graduate institu- 
tion. 

Prospective candidates for the M.B.A. 
and M.S. degrees under the new part- 
time program will find it feasible to en- 
roll in the School, since sections of the 
basic courses in business will be scheduled 
at convenient hours for persons employed 
in business. 


Airline Securities Regulation 


Airline security issues should not be 
regulated by the Civil Aeronautics Board, 
and the control of financing activities 
should remain with the airline manage- 
ments, writes Roger F. Murray, vice presi- 
dent of Bankers Trust Company, New 
York, in the May number of the Harvard 
Business Review. Considering the main is- 
sues in the current controversy one by 
one, the author of “Regulation of Airline 
Securities’ concludes that federal regula- 
tion would result in thwarting the public 
interest and wasting airline subsidies. 


More Time For Lunch 


Lunch hour traffic can be speeded up by 
employers using time clocks if they dis- 
pense with punching in and out at noon, 
according to a Commerce Clearing House 
report of a Wage Hour Administrator's 
release applying to lunch periods of thirty 
or more minutes. The lunch period time 
record is not mandatory. The administrator 
requires that employers keep accurate time 
records of working time, but does not spec- 
ify the method to be used. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parenthese f. 


WiLtiAM H. ApeL (#4128-1948) is 
now controller of Groveton Papers Co., 
Groveton, N. H. Mr, Apel was formerly 
treasurer and controller of Clark-Babbitt 


Industries, Inc. of West Hanover, Mass. 


CHARLES HARRISON (#540-1935) for 
16 years controller of The Hoover Com 


North Ohio, has retired 
28 years of He joined the 


pany, Canton, 
after 
company in May 1922 as an accountant, 
became Manager in 1926 and was 
promoted to the controllership post in 
March, 1934 

A native of Peterborough, England, 
Mr. Harrison came to the United States in 
1908 after several years of railroad and 
accounting work in British South Africa. 
In 1933 he helped to install the cost ac- 
counting procedure in Hoover Limited, 
Perivale, England, a subsidiary of the lo- 
cal company 

He was active in accounting work in 
connection with war contracts of the com- 


service, 


othe 


pany during war years, and postwar he 
distinguished himself and the company in 
the preparation of its shareholders’ annual 
reports that consistently won awards in the 
Financial World annual report surveys. 


WEAVER (#4925-1950) 
and a Hoover Com- 
pany veteran of 
21 years, will 
succeed Mr 
Harrison. Join 
ing Hoover as 
a field auditor, 
Mr. Weaver b« 
came assistant 
manager of 
Hoover's _ field 
accounting de 
partment, was 
later 
to manager, and 


KENNETH ( 


assistant controller 


MR. WEAVER promoted 


staff member of the 


controller's department. He was promoted 
I I 


in 1937 became a 


to assistant controller in 1941 


THE CONTROLLER 


FRANK B. DEMAyYo (#1648-1940) was 
recently appointed administrative vice 
president of Arthur Rubloff & Co., Chi- 
cago. Mr. DeMayo was formerly comp- 
troller of American Business Credit Cor- 
poration of New York and treasurer of 
LPG Credit Corp., a subsidiary of the 
Weatherhead Company, Cleveland. 


M. B. House (#2580-1943) controller 
of Brown & Bigelow, St. Paul, Minn. was 
recently promoted to the position of treas- 
urer. Mr. House joined the company in 
1945 after having spent 21/4 years as con- 
troller of Northwest Airlines, St. Paul, 
and before that 17 years as a staff and 
supervising accountant with Ernst & Ernst, 
Chicago. 

Mr. House served during 1945-1946 as 
a director of the Twin Cities Control of 
the Controllers Institute of America. 


T. COLEMAN ANDREWS, certified pub- 
lic accountant of Richmond, Virginia, has 
been nominated to serve as president of 
the American Institute of Accountants for 
the 1950-1951 term. He heads an official 
slate of nominees to be voted upon at the 
63rd annual meeting of the national pro- 
fessional society of C.P.A.s in Boston, 
October 2-5. 


ALEXANDER MACGILLIVRAY (#1320- 
1938) has been elected a vice president 
of Gladding, McBean & Co., Los An- 
geles, Calif. Prior to joining the company 
in 1949, Mr. MacGillivray was associated 
for many years with RCA at Camden, 
N. J. He will direct the administration of 
accounting and financial matters, budgets 
and market research. He 
named to the firm’s executive council 


has also been 


Ropert S. HOLZMAN of Schenley In 
dustries, Inc., New York, has been elected 
president of the Federal Tax Forum. Mr 
Holzman was co-author with J. K. Lasser 
of “Personal Liability of Directors for 
Section 102 Surtaxes” in the July, 1948 
issue of THE CONTROLLER 
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EDWARD S. REDDIG (#2930-1944) vice 
president and controller of The White 
Motor Co., 
Cleveland, has 
assumed the 
title of vice 
president, fi- 
nance, of the 
company. 

Mr. Reddig 
joined the 
White Motor 
Company in 
1937, serving as 
assistant to the 
vice president 
and controller until 1944, when he was 
named controller. In 1947 he was elected 
vice president and controller. 

Mr. Reddig served as a director of the 
Cleveland Control of the Controllers In- 
stitute, 1945-1946, 


MR. REDDIG 


GeEorGE T. ZACK (#3321-1945) assis- 
tant controller of The White Motor Co. 
since 1946 was 
recently named 
controller. Mr. 
Zack, prior to 
joining the com- 
pany in 1940, 
was associated 
with the Chicago 
Rapid Transit 
Co., Spiral Bind- 
ing Co., and Paul 
Pettengill & Co., 
certified — public 
accountants, all 
of Chicago. He joined The White Motor 
¢ ompany as a general accountant and was 
made assistant to the controller in 1944, 

Mr. Zack served as a director of the 
Cleveland Control of Controllers Institute, 
1947-1948. 


MR. ZACK 


WILLIAM B. Gay (#3815-1946), vice 
president and comptroller of International 
Harvester Com- 
pany of Canada, 
Limited, of 
Hamilton, On- 
tario, was also 
elected treasurer 
of his company 
at a recent meet- 
ing of the Board 
of Directors. 
Prior to his ap- 
pointment as 
comptroller with 
the Canadian 
company in 1945, Mr. Gay filled impor- 
tant positions with International Har- 
vester in South America. Mr. Gay was a 
charter member of the Hamilton Control 
of the Controllers Institute and served as 
its first president this past year. He has 
contributed to THE CONTROLLER, his ar- 
ticle “Canadian Business and Economic 
Conditions” having appeared in the 
December 1948 issue. 


MR. GAY 





T. B. NoBLe (#3396-1945), treasurer 
of Stockham Valves & Fittings, Inc. of 
Birmingham, 
Alabama, is au- 
thor of ‘How 
Client and Aud- 
itor Can Help 
Each Other Get 
Most Effective 
Audits At Least 
Cost.”” Mr. No- 
ble, a C.P.A., is 
immediate _ past 
president of the 
Birmingham 
Control of the 
Controllers Institute of America. 


MR. NOBLE 


EMiL REIFF, assistant treasurer of 
Stumpp & Walter Co., New York, has 
been appointed controller. He has been 
with the company for 30 years. 


C. B. VERNOOY (#2202-1942) comp- 
troller of Geneva Steel Co., has been ap- 
pointed assistant 
comptroller of 
United States 
Steel Corpora- 
tion, New York. 
Mr. Vernooy was 
associated with 
the American 
Steel & Wire 
Company in its 
Chicago and 
Cleveland offices 
from 1919 until 
1942 when he 
was elected comptroller and secretary of 
U.S. Steel Supply Company, Chicago. In 
1948 he was elected comptroller of the 
Geneva Steel Company, Salt Lake City. 


oa 


hy 


MR. VERNOOY 


KRANTZ KELLER was recently elected 
treasurer of Carrier Corp., Syracuse, N. Y. 
and M. C. ASPHOLM was named control- 
ler of the company. 


STANLEY W. DUHIG (#558-1935) re- 
tired vice president and director of Shell 
Oil Company, 

New York, re 

linquished his of- 

fice as vice pres- 

ident and trustee 

of Controller- 

ship Foundation, 

Inc., which he 

has_ held 
the founding in 

1944, upon his 4 , 
retirement from ~ 

Shell this spring MR. DUHIG 

Mr. Duhig, now 

a member of the Foundation’s advisory 
council is the author of ‘Pension Pro- 
grams Within a Free Society” which was 
published in the Pension Planning Sup- 
plement to the June 15 issue of the New 
York Journal of Commerce. 


since 


R. W. Dose (#475-1935) assistant sec- 
retary and assistant treasurer of Borg- 
Warner Corporation, Chicago, has been 
elected secretary. 


LEON J. HEIDGEN (#4616-1949) assis 
tant secretary of the Borg-Warner Corp 
was named assistant sec retary and assistant 
treasurer at the same meeting. Mr. Heid 
gen has been with the company since 
1931. 


ARTHUR P. BROWN (#4127-1948) gen 
eral controller of E. W. Bliss Co., Toledo, 
has assumed the office of assistant secr¢ 
tary-treasurer of his company. Previously 
Mr. Brown was controller of H and B 
American Machine Company, Pawtucket, 


R. I 


RoBeERrT C. TYSON (#3864-1947) comp- 
troller of United States Steel, was a 
speaker at the recent 31st annual inter 
national cost conference of the National 
Association of Cost Accountants held in 
New York City. He addressed the group 
on “Accounting Problems of Economi 
Security Plans’. 


Frep W. Woops (#3764-1946) 
recently elected president of the American 
Society of Corporate Secretaries at its An 
nual Meeting. Mr. Woods is secretary and 
assistant treasurer of Shell Oil Company, 
New York, and served as chairman of the 
Committee on Cooperation with the Se- 
curities and Exchange Commission, of the 
Controllers Institute of America, during 
1948-1949. 


was 


JOHN M. THOMPSON (#3464-1945) 
has been elected vice president and comp 
troller of Canadian Westinghouse Com 
pany, Ltd., Hamilton, Ontario. Mr 
Thompson joined his present company in 
1940 as assistant comptroller, and in 1945 
was appointed comptroller. Mr. Thomp- 
son was a charter member of the Hamilton 
Control and has held the post of secretary 
of the Control during this past year. 


Max D. HowWELL, assistant to the pres 
ident, vice president, secretary and treas 
urer of the United States Steel Corpora 
tion of Delaware, has been elected vice 
president and treasurer of the United 
States Steel Corporation, New Jersey 

Mr. Howell joined the United 
1937 


States 
Steel organization in as vice presi 
dent of its subsidiary, Carnegie-Illinois 
Steel Corporation, following service with 
Chemical Bank and Trust Company, the 
Postal Telegraph and Cable Company an | 
other companies since the start of his busi 
ness career in 1912 with the American 


Telephone and Telegraph Company 


HAROLD KERN (#4899-1950) of Na 
tional Pneumatic Co., Inc., Boston, Mass 
was recently elected treasurer of the com 
pany and its Holtzer ¢ abot Division. Mr 
Kern formerly held the controllership 


R. D. BURNET (#1021-1937) formerly 
secretary-controller and assistant treasurer 
of Zenith Radio 
Corp., Chicago, 
has been elected 
president of Star- 
rett Television 
Corp. New 
York 

He has served 
as president of 
the Illinois Man- 
ufacturers Cost 
Association and 
as a director of 
the Chicago Con- 
trol of Controllers Institute. He is cur- 
rently serving as vice chairman of the 
publicity committee for the 19th Annual 
National Meeting of Controllers Institute, 
in Chicago, September 17-20. 


MR. BURNET 
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CLEVELAND CONTROLLERS CELEBRATE THEIR 15TH ANNIVERSARY 


Pictured above are past presidents and charter members 
of the Cleveland Control of the Controllers Institute of Amer- 


ica on 


the occasion of the Control’s 


15th Anniversary 


dinner meeting held at the Cleveland Athletic Club, May 9. 


Seated (left to right): 

President 1946-47: P. W SCOTT, vice 
president, secretary and treasurer of Afhli- 
ated Gas Equipment Inc.; President 
1944-45; G, §. Divecy, president of Har- 
ris-Seybold Co.: President 1942-43: C. L 
COLE (retired) ; President 1935-37: J. J. 
ANZALONE, vice president of Alleghany 
Corp Pre 1937-38: M. W. 
THERNES, treasurer, Ohio Edison Com- 
pany, Akron; President 1943-44: T. J. 
TOBIN, vice president and comptroller 
Erie Railroad Co.; Prestdent 1945-46: 
E. A. SEFFING, The Daybrook Hydraulic 
Corp., Bowling Green, Ohio. 


den! 


Standing (left to right): 
President 1949-50: L. 


dent 1948-49; R. H. Smitn, controller, 
The Cleveland Electric Illuminating Co. ; 
Charter Member: L. H 


Member: J. P. CARPENTER, sccretary- 
treasurer, The Cleveland Union Stock- 
yards Co.; Charter Member: C. C. Mc- 
CoNnkKi£ (retired); President 1947-48: 
R. L. BRUMMAGE, who is now in Dallas, 
Texas, as comptrollef, Dresser Industries, 
Inc.; Charter Member: E. V. BATTEURS, 
comptroller, Industrial Rayon Corp. 


Those at the speakers’ table are shown above (left to right): 


ted presiden f Cleveland 
Control, 1950-51; G. C. HOUCK, assistant 
to preside nt, Harris-Seybold ¢ ompany ; 
Regional vice prestdes f Controllers In 
titnte: W. L. CLARK, treasurer of Buffalo 
Electric Co., Buttalo; Asssstant managine 
director f Controiier Institute PAUL 
Haask, New York Headquarters; Presi 


tent f Cleveiand Control 1949-50 


THE CONTROLLER 


L. REESE, comptroller, The Sherwin-Wil- 
liams Co.; Guest Speaker of the evening: 
RupoLF BAUHOF, partner of Ernst & 
Ernst, Cleveland; A Director of Cleve- 
and Control, 1949-50: G. R. HERZzOG, 
vice president, The Union Bank of Com 
merce Company; Secretary of the Cleve 
land Control: R. G. Parks, controller, 
National Malleable & Steei Castings Co 
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REESE, comp- 
troller, The Sherwin-Williams Co.; Pres- 


DEFOREST, treas- 
urer, True Temper Corporation ; Charter 


G. F. CRONMILLER, JR. (#4384-1948) 
secretary of Harbison-Walker Refractories 
Company, Pittsburgh, was recently elected 
vice president. 


G. E. PERINO (#3319-1945) auditor of 
New England Mutual Life Insurance 
Company of Boston, Mass., was author 
of an article entitled “Internal Control— 
Food for Thought’”’ published in the June 
1950 issue of The Internal Auditor. 


Jay IGLAUER has relinquished his du- 
ties as controller and executive vice presi- 
dent at Halle Bros. Co., Cleveland, but 
will continue as vice president and treas- 
urer. He will be succeeded, as controller, 
by Colin Wright, former expense division 
director, who was also named vice presi- 
dent. 


JaMes H. Barrett (#2464-1943), 
chairman of the Committee on Ethics and 
Eligibility Standards of the Controllers 
Institute of America has been elected a 
director of Future Detroit, Inc., which is 
a reorganization of the Citizens Housing 
and Planning Council, non-profit in char- 
acter, and backed by Detroit's leading 
employers, labor unions, and churches de- 
signed to plan for Detroit's future. Mr. 
Barrett is a past president of the Detroit 
Control of the Controllers Institute. He 
recently was a member of a panel discus- 
sion at Wayne University on the subject 
of Annual Reports. 





Obituary 





John G. Wilson (#1078-1937) forty- 
nine, executive vice president of the 
R.C.A. Victor division of the Radio Cor- 
poration of America, Camden, N. J. died 
on June 1, 1950 at his home in suburban 
Wynnewood, Pa. 

Mr. Wilson joined the division in 
1944 as administrator of accounts and 
finance and became operating vice presi- 
dent a year later. In 1947 he was elected 
vice president and general manager and 
assumed his last position in 1948. He 
was also a director of R.C.A. Victor, 
Ltd., of Montreal. 

He began his business career in 1920 
with Price, Waterhouse and Company, 
of Chicago, and left in 1924 to join the 
Blackhawk Press in the same city. In 
1927 he became assistant controller of 
Montgomery Ward and Company and 
later was promoted to controller. From 
1940 to 1943 he was vice president, con- 
troller and director of Goldblatt Broth- 
ers, Inc. of Chicago. He was vice presi- 
dent and general manager of the United 
Wall Paper Company for a year before 
joining R.C.A, 

Surviving are his wfie, Mrs. Hazel 
Anderson Wilson, and a son and two 
d iughte rs. 
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Shown ave just a few of the publications commenting upon Professor Joseph L der’s arti “STABILIZATION FUNDS FOR 
DEPRESSION: Are They Feasible and Will They Help”, which appeared in the Februa 1950 issue of THE CONTROLLER. 


Nation-wide quotation is one indication 
of authority and timeliness . . . 
and the nation’s press frequently quotes 
articles from THE CONTROLLER. 


This serves to emphasis a point we have 
previously made . . . THE CONTROLLER 
deserves thorough reading. To skim 
through issues hurriedly may be to miss the 
significance of important information 


A routed copy of THE CONTROLLER is 
better than no copy. But, to gain full value 
from its informative material, *horong/ 
leisure reading is desirable. 


If you are now reading a routed copy 
or if your associates are sharing your copy ADDITIONAL SUBSCRIPTIONS 
we suggest an individual subscription 
for each executive in your company. ARE ENTITLED TO OUR SPECIAL REDUCED GROUP RATE 


ASK US ABOUT IT! WRITE: THE CONTROLLER One East Forty-Second Street - New York 17 -N. Y. 





Behind the Scenes With YOUR INSURANCE COMPANY 
In every insurance company there is a vital activity called 
Claim Service. When accidents happen, it is Claim Service that 
takes over jor the insureds and protects their interests. 


Beyond 
the demand 
of service... 


It was five below... the road was 
icy ... the truck couldn't pull the 
trailer off the railroad tracks. 
Until the last second the driver 
fought desperately for traction 
under his spinning wheels as a 
heavy freight bore down! 

The crash demolished the trailer 

. derailed the Diesel locomotive 
and thirty freight cars.... 

Within an hour our claim 
representative with a photographer 
was at the scene. He spent the 
next hive days interviewing 
witnesses, getting statements and 
checking details. All this was 
primarily in the interest o} the 
trucker—the total damage he had 
caused far exceeded his insurance. 

This case is typical of our 
specialized services that go far 
beyond the usual conception of the 
activities of an insurance company 

services that are offered you 
through our agents and 


insurance brokers. 


AMERICAN SURETY 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


100 Broadway, New York 5, N. Y. 


“DEPENDABLE AS AMERICA’ 


How Corporations 
Allocate Donations 


Seventy-nine of the one hundred larg- 
est manufacturing corporations in the 
United States gave $16.1 million to char- 
itable and welfare organizations in 1948, 
according to a survey by the National In- 
dustrial Conference Board. This is the 
same amount which was reported con- 
tributed by seventy-one of these corpora- 
tions for 1947, the Board found. Despite 
changes in sales volume, the median con- 
tribution for 1948 was .04% of net sales 

the same as for 1947, the survey shows. 

The figures reported on corporate giv- 
ing show a “high sensitivity’ to sales 
volume. In one extreme instance, a sharp 
rise in sales resulted in a threefold increase 
a corporation is giving for the year. 

Another corporation reported paring its 
donation budget 759% as a result of shrink- 
ing business activity. In most instances, 
contributions were made on a highly se- 
lective basis compared with the previous 
year’s giving. 


Pattern of Giving 

While the over-all pattern for giving 
remained substantially the same during 
1948, some significant changes in the way 
the donations were apportioned were dis- 
closed. The Community Chest is still the 
chief beneficiary of corporation charity. 

The Red Cross continues to represent 
the most important charitable agency rec- 
ognized by corporations. However, the 
share of each of these organizations in 
the corporate donation dollar was cut dur- 
ing the year. The Community Chest which 
in 1947 had received 37.9% benefited to 
the extent of 30.8%. The share of the Red 
Cross dropped from 13.4% to 9.5%. This 
is attributed in part to revision of corpor- 
ate budgets in favor of hospital and edu- 
cational giving. 


Hospitals Get More 

A proportionately larger share of the 
corporate dollar (17.5%) went to hospi- 
tals in 1948 than in the previous year, 
(13.1%). The average gift amounted to 
$36,000 against $31,000 in 1947. Con- 
tributions ranged, however, from as low 
as $25 to as high as $978,000. 


Educational Gifts 

Colleges and universities also received 
a larger proportionate share of the dona- 
tions dollars than in 1947. Gifts to these 
institutions which at one time represented 
an exception to corporate giving are now 
generally made in accordance with the 
direct benefit theory. These contributions 
are to be distinguished from appropriation 
of corporate funds to colleges for the pur- 
pose of research, the Board points out. 
(These are generally charged as a business 
expense rather than a charitable dona- 
tion). College and university gifts ranged 
from $100 to $235,000 (median $7,600). 





Improved Methods of Identifying 


Recession or Revival Noted in Study 


—— OF 801 statistical series measur- 
ing many different kinds of business 
activity, during various periods since 1854, 
has yielded improved methods of identify- 
ing a recession or revival, according to the 
National Bureau of Economic Research. 

“These methods may be expected to 
provide helpful signs of an approaching 
recession or revival, and especially to fa- 
cilitate prompt recognition of such a de- 
velopment once it occurs,” Geoffrey H. 
Moore, Associate Director of Research of 
the National Bureau, says in a report on 
the research project. 

The report, Statistical Indicators of Cy- 
clical Revivals and Recessions, presents 
twenty-one statistical series, screened from 
the research agency's large collection, 
whose turns in successive periods of busi- 
ness expansion and contraction have been 
relatively systematic. Because of this char- 
acteristic, these series have value as indi- 
cators of revivals and recessions. In one 
section of the report the behavior of these 
series in the recent recession, 1948-49, ts 
analyzed. 

The report just released by the National 
Bureau is preliminary, Mr. Moore pointed 
out. Further work is under way on the ap- 
plication of objective criteria to the selec- 
tion of indicators and on problems con- 
nected with their use and interpretation. 

The progress reported has, it is hoped, 
contributed something to make guesses 
about the future course of business less 
hazardous. But Mr. Moore emphasized 
that it leaves forecasting the future course 
of business beset with difficulties, some of 
which may be removed when the business 
cycle, as the result of long-range research! 
being carried on by economists, is better 
understood. 

The advance that is reported consists in 
the possibility of identifying recessions 
and revivals earlier and more conclusively. 
This is done by studying the current move- 
ments of series that in the past have sys- 
tematically led, coincided with, or lagged 
behind the changes in general business ac- 
tivity. By appropriate use of these ma- 
terials, when a cyclical movement is in 
progress, some clue may be obtained as to 
its probable size. 

“If, after an expansion in a group of 
roughly coincident series, several begin to 
decline, careful study of the recent be- 


See FORECASTING For Prorit—by Wilson 
Wright, a supplementary Controllership Foun 
dation Book Digest in the January 1950 issue 
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Controllership Foundation en- 
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havior of a group of leading series may 
yield rather conclusive evidence that the 
decline is or is not cyclical, and that a re- 
cession is or is not under way,” Mr. Moore 
explains. 

The interpretation of the analyzed data 
still depends on the competence, the ex- 
perience and the prudence of the econo- 
mist making it, it was observed. 

“If errors are to be minimized, pains- 
taking study of the current and past be- 
havior of the individual series, intelligent 
analysis of the factors that underlie their 
interrelationships, and judgment of the 
changing political and economic environ- 
ment will be required,’ Mr. Moore warns. 

While the immediate aim of the project 
was to revise and extend the analysis of 
the available series to yield indicators, the 
research also had a broader objective in 
view, to yield information which is funda- 
mental to an understanding of business 
cycles. 

It was found that while there is a strong 
tendency for many economic processes to 
expand and contract at about the same 
time, in every cycle the cyclical turning 


points of different processes are widely 
dispersed. 

Mr. Moore cited an example from a 
group of 400 series selected for the regu- 
larity of their behavior during the periodic 
fluctuations in business activity. 

The percentage of the processes under- 
going cyclical expansion, or contraction, 
seldom was higher than 80 per cent of the 
total number of series at any time between 
1885 and 1940, he reports. 

The peaks and troughs in the individual 
processes clustered around peaks and 
troughs in economic activity as a whole, 
but each cluster was spread over a year or 
two years or even three years. By the time 
the last few measures in a cluster reached 
peaks, the first troughs in the last cluster 
usually began to appear. 

New orders for goods, construction con- 
tracts, hours of work per week, stock 
prices, and business failures tend to turn 
early in this sequence, while interest rates, 
pay rolls, and retail sales tend to turn late, 
Mr. Moore reported. ‘The transformation 
of one business cycle phase into the next 
is a gradual, not an abrupt process,” the 
economist stated, pointing out that this is 
a useful point of departure for current ap- 
praisals of the business situation, “It 
means,” he says, ‘that we have a better 
chance of recognizing at what stage of the 
cycle the economy is likely to be a few 
months hence than if the transition were 
abrupt.’ 
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“Tax” on Taxes Amounts to 0.1% of Sales 
For Average Company Reporting in Study 


7 JOB OF FILING TAX RETURNS has 
become so complex that nearly half of 
the one hundred and twenty-five manu- 
facturing companies surveyed by the Na- 
tional Industrial Conference Board report 
that they maintain tax departments. Three 
fourths of the companies say that they find 
that they need the full or part-time advice 
and assistance of special tax attorneys and 
accountants in filing returns. 

This “‘tax’’ on taxes amounts to 0.1% 
of sales for the average company reporting 
and is 1.5% of the total amount paid in 
taxes. This, the Board points out, includes 
the cost of keeping records, and prepar- 
ing, filing, and defending fereah state 
and local tax returns. 

Although many companies are resigned 
to this burden and some even feel that 
current compliance procedures are nec- 
essary to insure fair taxation, the majority 
have one or more suggestions as to how 
industry's burden could be lightened with 
no appreciable loss to the taxing bodies. 
Less frequent returns, standardization of 
municipal and state tax laws and pro- 
cedures, and centralization of taxing au- 
thority are the major recommendations. 

The cost of complying with tax regula- 
tions, it is noted, is not borne entirely by 
the accounting or tax departments or those 
employes directly connected with tax mat- 
ters. Almost every department in the com- 
pany must keep some record or make some 
report which is needed for tax purposes. 
Because of this, some companies indicate 


that it is impossible accurately to estimate 
the cost of complying with tax regulations. 

Nearly half the companies which gave 
the cost of keeping necessary tax records 
report that their costs, as a percentage of 
ie are less than 0.1%. All except a 
few of the remaining companies say that 
their costs are between 0.1% and 0.5%. 
One company reporting its cost of tax 
compliance as only 0.1% of sales, notes 
that this amounts to $300,000. 

Over half the companies that could 
make estimates state that the cost of tax 
compliance is more than 1.5% of the tax 
bill. Seven manufacturers report the cost 
as above 5%. 


Internal-external Cost 

Four out of five of the reporting com- 
panies indicate that approximately three 
fourths of their costs in complying with 
tax regulations are internal. External ex- 
penses, such as subscribing to various tax 
Services, fees or retainers of tax attorneys, 
tax accountants, and other consultants, 
represent the remainder. 

Where there is no separate tax depart- 
ment, the accounting department is usually 
responsible for keeping abreast of tax 
laws and filling out and filing returns. 
(The pay roll department usually takes 
care of the Social Security and withhold- 
ing taxes and forms. The legal depart- 
ment or company counsel usually has the 
job of interpreting tax laws and contest- 
ing tax decisions. ) 


Burden of Local Taxes on Industry Is Small 


Because local taxes are generally only a small fraction of 
the corporate tax bill, municipal taxes do not appear to be a 
major factor in the location of industry, according to the 
American Municipal Association and the American Society 
of Planning Officials. The two bodies, which recently com- 
pleted a survey of the experience of 40 typical cities, point 
out that the tax levy or special service charge on industry at 
the municipal level is proportionately higher on enterprises 
lying beyond city limits than on those lying within them. 

Discussing this, “The New York Times” pointed out that 
Atlanta, Ga., for example, charges industry outside the city 
for water service at a rate double that within the city. Extra 
charges are also made by Louisville, Milwaukee, Toledo, and 
Columbus. In Houston, Texas, practically all plants outside 
the city, it is reported, furnish their own utility services. 
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The number of different tax forms filled 
out by cooperating manufacturers ranges 
from a low of twelve to 5,000, excluding 
information returns for employes. The 
higher number of returns are, of course, 
from those organizations doing business 
on a nation-wide basis. These companies 
state that they make out returns for prac- 
tically every political subdivision in which 
they operate. 


Suggested Relief 

The most frequent complaint voiced is 
about the wide variation between state tax 
laws which complicates tax compliance for 
companies operating in many states. A 
large number of manufacturers feel that 
state laws, as well as tax forms, could be 
standardized sufficiently to allow for the 
filing of the same information in each 
state. 

Various other suggestions advanced by 
cooperators include simplifying the vari- 
ous tax returns, reducing the information 
required to a bare minimum, and spread- 
ing the various due dates for the taxing 
authorities over the year (most tax returns 
are now due within the first few months 
of the year). Still another suggestion is 
that more time should be allowed between 
the passage of a tax law and its effective 
date to enable the taxpayer to become 
familiar with the new law and to establish 
a system for complying. 

Another suggestion is to make the state 
the sole taxing body within its confines. 
Another suggested means for reducing the 
burden of complying with tax regulations 
is “less frequent returns.’’ Executives are 
especially critical of information-type re- 
turns that must be filed several times a 
year. Savings would result if estimated 
payments could be made periodically and 
final adjustment made annually. 

Some companies believe that certain 
federal reports should be combined, espe- 
cially the withholding and Social Security 
reports. 

Sales-tax and use-tax reports are a 
source of annoyance to some manufac- 
turers. This is especially true where re- 
ports are required on a monthly basis and 
the amount of revenue collected is almost 
negligible. Such insignificant taxes, it is 
suggested, should be eliminated or col- 
lected only once a year. 

Some cooperating manufacturers believe 
that federal, state and local sources of 
revenue should be clearly defined, and 
that the different units of government 
should be restricted in types of taxes they 
may impose. At present, it is stated, there 
is quite a bit of overlapping and duplica- 
tion of taxing effort. 





Tax Exempts Number 
Half-Million 

Tax-exempt organizations have become 
a serious problem in both the federal tax 
and economic structures of our country, 
says Harry W. Wolkstein, a certified pub- 
lic accountant, in the May issue of the 
Journal of Accountancy. He urges Con- 
gress to rewrite section 101 of the Internal 
Revenue Code which grants tax exemption 
to privately owned religious, educational 
and philanthropic organizations. 

Companies with tax-exemption have 
shown a steady increase until they now 
number about 500,000, estimates the au- 
thor. He points out that exemptions are 
based on 19 subsections to Tax Law 101, 
plus many court decisions and rulings by 
the Tax Commissioner. A complete revi- 
sion of the section—not a piecemeal at- 
tempt—is needed to clarify the status of 
nonprofit organizations, says Mr. Wolk- 
stein. 

The author observes that cooperatives, 
which benefit from their nonprofit tax sta- 
tus, have grown 14 times faster than regu- 
lar businesses during the war period. 


75‘c of State Disability 
Payments Coming Through 
Private Insurers 

Three-fourths of the benefits payable 
under New York's new Disability Com- 
pensation Law will be financed through 
policies written by private insurance com- 
panies, estimates Miss Mary Donlon, 
Chairman of the State’s Workmen's Com- 
pensation Board. 

Employers have the option under the 
law of financing through private carriers, 
through self-insurance, or through the 
State Insurance Fund. 

The estimate was used to illustrate what 
Miss Donlon described as a concept of the 
Dewey administration in New York: that 
it is possible to have the basic social serv- 
ices desired by many persons and also a 
free enterprise system if the methods used 
to provide such services stimulate free en- 
terprise and do not stifle it. 

A fear that such programs might reduce 
the employment opportunities of aged 
wage-earners, which seemed widely held 
among legislators from states without 
compensation laws, has been set at rest, 
according to R. A. Hohaus, actuary of the 
Metropolitan Life Insurance Company. 

In existing policies providing benefits 
such as those set forth in New York and 
other laws, he said, the age of the employe 
is not a factor in rate fixing. He added 
that racial or religious employment pat- 
terns also do not constitute factors in rate 
fixing. 

New York's law, which took effect July 
1, operates through a state fund and pri- 
vate carriers providing benefits of $10 to 
$26 a week for a maximum of 13 weeks. 


2 Tons of Mail 
Handled Daily 


by a LAMSON 
Conveyor System 


Two large Boston buildings 
served by one Lamson System— 
the new 26 story Berkeley Build- 
ing and the adjoining Clarendon 
Building of the John Hancock 
Mutual Life Insurance Co. It 
takes only 14 minutes to clear 
1500 pounds of incoming mail 
through the Lamson System serv- 
ing these buildings. Two tons of 
mail and interoffice correspond- 
ence are distributed ina single day. 
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This Lamson System incorporates three Selective 
Automatic Vertical Conveyors in the larger building 
and one in the smaller, interconnected by a Lamson 
Horizontal Conveyor. Through this ingenious system, 
mail, correspondence and supplies can be moved from any floor to any other 
floor in either building—and between any floor and the mail room. 


a 
we SEND IN THIS : This is but one of many cost-saving 
amson Selective Automatic Vertical Con- 

COUPON oe: e veyor Systems serving American Business 

Others include . The Prudential In- 

if you have an organization with a surance Co. of America, Newark, N. J.— 
steady flow of mail, telegrams, orders Lahey Clinic, Boston, Mass.—-Hartford 
and other papers between depart- Hospital, Hartford, Connecticut— Mutual 


ments, floors and buildings — you're Life Insurance Co., New York, N. Y 
United Benefit Life Insurance Co., Omaha 


th h i b : 
h e man whose business can be Nebraska— North American Life & Casualty 
elped by a Lamson System. ¥ Co., Minneapolis, Minn. 
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LAMSON CORPORATION 
4100 Lamson St. Syracuse, N. Y. 
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Advantages of Accelerated Depreciation 
and Replacement Cost Policies Weighed 


RIVATE DOMESTIC INVESTMENT has 

been overstated by approximately $17 
billion in the period from the end of the 
war through 1948, according to an analy- 
sis of the effects of depreciation policy by 
J. Frank Gaston, Senior Research Special- 
ist of the National Industrial Ceateiaace 
Board. In that period, capital equipment 
used up, estimated in the conventional 
manner (original cost), amounted to 33 
billion, the study finds. Had it been en- 
tered at what it would cost to replace this 
capital equipment, depreciation would 
have amounted to 50 billion. 

The rising price level that has _pre- 
vailed since World War II, the analysis 
points out, has brought into sharp relief 
the disparity between industry's deprecia- 
tion charges and replacement requirements. 

American business management feels a 
responsibility above and beyond regain- 
ing of past expenditures; in order to per- 
form its obligations to its customers, its 
workers stockholders, manage- 
ment must obtain a sufficient 
reserve to replace and replenish capital 
equipment when it becomes obsolete and 


and_ its 
somehow 
worn out. 


Accelerated 
ment Cost 


Depreciation vs. Replace- 

As remedies, the analysis points out, 
attention has centered about the point 
whether depreciation should be charged 
upon an original cost basis or upon re- 


placement cost—that is, whether upon 
retrospective cost or prospective cost. But 
more recently, attention has been directed 
toward accelerated amortization. 

Replacement costs as a remedy would 
provide relief in many instances while 
prices were ascending. This remedy 
would, in turn, create difficult problems 
in a period of deflation or descending 
prices, according to the study. Taxes 
would be reduced in time of prosperity 
but the reverse would be true in depres- 
sion years. 

The problem is essentially one of 
changing price levels, it is stated. If 
prices remained constant over time, the 
question would never arise whether to 
base depreciation charges upon replace- 
ment cost or upon original cost: the two 
would be identical. 

Since capital assets are long-term ones, 
there is ample opportunity for a discrep- 
ancy to arise between original cost and 
replacement cost. From the data avail- 
able, it appears that fixed assets are turned 
over on the average of once in twenty- 
five years. That is to say, the annual de- 
preciation in any year would be sufficient 
to eliminate the gross property account 
of corporations only once in twenty-five 
years if no new acquisitions were made 
in that period. This is certainly a differ- 
ent problem from that arising from the 
change in prices of inventories which are 
turned over one or more times a year. 
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Moderating Effect of Replacement Cost 

The use of replacement cost has a mod- 
erating effect on the cyclical swings of 
corporate profits. Instead of remaining 
fairly stable in good and bad times (when 
calculated upon original cost) deprecia- 
tion charges upon replacement cost move 
with the business cycle, becoming larger 
in good times and smaller in bad times, 
assuming that prices move in accord with 
good and bad times. Profits would thus be 
reported lower in prosperous times and 
higher in depressions. 

The additional corporate taxes in most 
years of the last great depression would 
not have been substantial if replacement 
cost had been used. In 1932, the year in 
which the additional burden would have 
been the greatest, corporate income taxes, 
however, would have been $470 million, 
or $88 million greater than the $382 mil- 
lion actually incurred. 

But in those years, the study continues, 
the corporate tax rate was relatively low, 
less than 14% compared with 38% at 
present. Thus any additional income in the 
future resulting from the use of replace- 
ment costs would be taxable at a rate 
nearly three times the rate obtaining in 
the great depression. 

Another solution to the problem of de- 
preciation under changing price levels 
would be to use some plan of accelera- 
tion. Many concepts have been put forth, 
the study notes. They range from those 
urging complete freedom for the busi- 
nessman to select and perhaps vary his 
annual charge from year to year to those 
which shorten the period of depreciation 
but place various other restrictions upon 
the freedom of the businessman to vary 
his annual charge. 

Accelerated depreciation escapes the 
criticism that has been leveled against 
most other plans seeking to alleviate the 
problem of depreciation under changing 
price levels. It is based upon cost, and 
the amount which can be charged against 
revenues cannot exceed the cost of the 
asset. A firm base is provided for the 
charging of depreciation. 


Accelerated Depreciation in Operation 

The accelerated rate, it is hoped, will 
make for economic expansion. To find the 
answer, it must be assumed that the actual 
useful life of the asset is greater than five 
years and that it is kept in operation by 
the firm for the period of its usefulness 
and not for the period over which its 
cost is recovered. It follows that the asset 
will be producing income for the firm at 
a time when no further depreciation 
charges will be permitted. As a result, 
net income from the particular asset will 
be high in the later years of the lifetime 
of the asset compared with the earlier 
years, assuming no change in rate of op- 
eration. In a sense, income will be shifted 
from the earlier years of the asset to the 
later years. 





Since income taxes follow income, the 
study continues, a like shift will take 
place in this charge, assuming no change 
in tax rates. 

“Taxes will be low,’’ says the report in 
the first five years relative to the later 
years of the lifetime of the asset. For 
exampie, suppose that an asset with a use- 
ful life of ten years costs $100,000 and 
the cost is to be charged off in ten years. 
Assume further that the gross income 
from the use of the asset will come to 
$20,000 annually. The tax rate can be 
assumed to be 20%. 

‘Over the lifetime of the asset’, the 
Board's analysis declares, “the total in- 
come taxes paid will come to $20,000. 
Net income after taxes will come to $80,- 
000. Over the full lifetime of the asset, 
the total income taxes paid would be the 
same as before and so would net income. 
The only change that would have taken 
place is a bunching of income in the last 
five years. 

“If the assumptions made actually held 
true and no other factors complicated the 
picture, the end result of the use of ac- 
celerated depreciation would be to make 
computed income fluctuate violently over 
the lifetime of the asset. In the above ex- 
ample, dollar profits would be zero in 
the first five years and then jump to $16,- 
000 in the last five years. By contrast, de- 
preciation charged over the useful life of 
the asset would result in a uniform profit 
figure of $8,000.” 


Experience During World Wars 1 and Il 

The device of accelerated depreciation 
has been used twice in the United States, 
but in each case it was adopted as an 
emergency in wartime. The purpose was 
to encourage private expansion of plant 
and equipment to produce war goods. It 
was an incentive provided to manufac- 
turers to undertake new investment un- 
der the uncertain conditions of war. 

The use of accelerated depreciation 
was first provided for in the Revenue Act 
of 1916. Since munition profits at that 
time were derived mainly from con- 
tracts with foreign governments, the de- 
vice was adopted not as a means of se- 
curing expansion of manufacturing fa- 
cilities, but rather as a method of obtain- 
ing a more equitable definition of taxable 
income. This law was repealed as of 
January 1, 1918, by the Revenue Act of 
1917. 

In World War II, provision for ac- 
celerated amortization was made in the 
Second Revenue Act of 1940, which also 
contained an ex¢ €ss-profits tax. A corpora- 
tion incurring costs in the expansion of 
emergency facilities was permitted to 
write off the cost in sixty months or less 
if the emergency ended sooner. The fa 
cilities had to be certified as being neces- 
sary for national defense. 
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300 eminent experts 
Studied your government 
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Here’s what they found out: 


THE HOOVER COMMISSION (so 
called because, at President Truman’s 
suggestion, Former President Hoover 
was made its head) consisted of 6 emi- 
nent men from each political party... 
appointed to study and report on the 
Organization of the Executive Branch 
of the Government. 

This Commission made an intensive 
investigation — pried into every major 
department of the federal government. 

They found a hodgepodge of over- 


PRESIDENT TRUMAN FORMER PRESIDENT 
says: “I have all government HOOVER ays 


dents ...have struggled to re 


agencies working on reorgani 


zation.” But Congressional organize the executive 
action, he adds, will be disap- of our government.” 


pointing, “unless some educa 


tional program is put on 


The entire 
subject is bipartisan 
politics, Mr. Hoover declares 


lapping bureaus, confused authority, 
unnecessary functions, red tape. 

They recommended streamlining, 
pruning of unnecessary functions, time- 
and-money-saving procedures, and a 
general overhauling. 

They recommended that the Presi- 
dent be empowered to reward depart- 
ment heads for reducing their staffs... 
that the fiscal agencies scattered 
through the government be assigned to 
the Treasury—and many other needed 

reforms. Many of these now 
await Congressional action. 
These matters concern 
YOU. It is your money that’s 
at stake—your government 
that must be made more ef- 
ficient— your country that 
would be strengthened. So in- 
form yourself on the proposals. 
Discuss them. Form your 
opinion...and make it known! 


Write for free literature, and 
send your contribution, to 


“Six presi- 


Citizens Committee 
FOR THE HOOVER REPORT 


1421 Chestnut Street, Philadelphia 2, Penna. 


branch 


above 
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NATIONAL REORGANIZATION CRUSADE 


for Better Government at a Better Price 
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Business Archives Center Offers 
Fellowships in Business Records Management 


A program of training in business 
records management-—-the first of its 
kind ever conducted—-has begun in 
New York under the auspices of the 
National Records Management Coun- 
cil, a non-profit organization estab- 
lished in 1947 to service American in- 
dustry in the management and preser- 
vation of business records. Begun with 
a grant of $35,000 from the Rockefeller 
Foundation, the Council is sustained by 
contributions from cooperating univer- 
sities and by business companies inter- 
ested in solving the records problem. 

As a memorial tothe late Dr. R. D. 
W. Connor, first Archivist of the 
United States, who died in March, the 
Executive Committee of the Council 
has established fellowships in business 
records management. According to Em- 
mett J. Leahy, Executive Director of the 
Council, the first three fellows to be 
trained under the program have been 
selected—one from the Federal govern- 
ment, and two former G.I.’s who are 
graduates of schools of Business Ad- 
ministration at Denver and New York 
University, respectively, Additional fel- 
lowships will be granted, Mr. Leahy 
said, probably as many as a score, in the 
next two years 

The training program will be clini- 
cal in and 
signments at the new midtown branch 
of the Business Archives Center at 337 
West 27th Street and in established 
company records centers, where the 
senior Council staff 


nature, will consist of as- 


trainees will assist 


members in the actual evaluation, con- 
trol, disposal and preservation of busi- 
ness records. 

“In New York, as in every other ma- 
jor city,” Mr. Leahy explained, “offices 
and warehouses are crammed with file 
cabinets, transfer boxes and other con- 
tainers filled with the documents, in- 
voices, carbon copies of letters and 
other records of past years. This ac- 
cumulation of papers—some essential, 
still more that are unimportant, plus 
uncounted reams of pure wastepaper— 
places an enormous financial burden 
upon industry. 

“The new science of records manage- 
ment, as we are proving at the Business 
Archives Center every day, makes it 
possible to reduce this cost as much as 
90 per cent. It costs the average com- 
pany $38 or more a year to maintain 
one file cabinet filled with records, as 
against 2 to 7 dollars in the Center. The 
saving, which is 75 per cent more than 
is gained through microfilming, be- 
comes all the more important when 
viewed against the fact, established 
through studies conducted by the Coun- 
cil, that the average file or drawer of 
records in storage is consulted only 
once every two and one-half years. 

“Our fellowship program will de- 
velop the trained personnel needed by 
companies to bring their accumulations 
down to the minimum consonant with 
efficient operation and legal require- 
ments, and will provide such companies 
skilled Management spe- 


with records 


SAM—OR SANTA? 
Sometimes Uncle Sam can be Uncle Santa 
For example, in supplemental] appropriations voted by 


the recent Congress there was a grant of $1,026,000 to the 


Virgin Islands Corporation which is a governmental corpo- 


ration organized to improve conditions in that dependency. 


Of this some $276,000 was for losses expected this fiscal 


The remainder 


year 


ready borrowed from the U. S 


$750,000 


will repay money al- 


Treasury. 


Many a corporate control and finance officer, faced with 


company problems, could make occasional use of a “‘rich 


uncle 
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First of its kind is sponsored by the 
National Records Management Council 


cialists to install and supervise records 
centers of their own.” 

Referring to records management as 
“a mew science,” Mr. Leahy predicted 
ready absorption of all trained business 
archivists by American corporations, to 
work in staff capacities at substantial 
salaries. 

“Not many years ago,” he observed, 
“the Federal government paid $3,600 a 
year for top-grade file clerks and super- 
visors. Today it is paying $10,000 to 
$12,000 and $15,000 for records man- 
agement specialists. Further impetus 
has been given by the Hoover Commis- 
sion’s recommendation, accepted 100 
per cent by Congress, which recently 
appropriated $900,000 to spread this 
scientific approach to the records prob- 
lems throughout the entire govern- 
ment.” 

“We know the same thing will hap- 
pen in business because of the demands 
reaching the Council from _ business 
concerns, accounting firms and other 
sources. 

Under the Council's fellowship pro- 
gram, the trainees receive grants of 
$600 to $1,500 each for a three months’ 
screening period, after which those 
who qualify will receive expanded 
grants of $2,500 to $5,000 for a full 
year, the amount to depend upon age, 
experience, marital status, etc., of the 
individual trainee. 

“All fellows participating in this pro- 
gram are fully screened by the Coun- 
cil’s executive committee,” Mr. Leahy 
said. “Preference is being given to for- 
mer G.I.’s who underwent college 
training after the war because of this 
group's special maturity and their re- 
ceptivity to a new and rapidly expand- 
ing profession. 

The Business Archives Center is a new 
element in the fellowship program, Mr. 
Leahy said. The center is especially 
equipped and staffed to screen, store 
ind safeguard business records, as well 
as provide the reference service which 
is an integral part of records man- 
agement. The midtown branch, just 
opened, is the second unit of the Cen- 
ter. The first, opened in September, is 
located at 112 West 107th Street. Ad- 
ditional branches, Mr. Leahy said, are 
under consideration for other areas, 
downtown and the East side, as well as 


in other cities. 





Revolution in Management 


Techniques Forecast 


The history of the third quarter of the 
“economically precarious Twentieth Cen- 
tury” will depend largely on the skill with 
which specialists in managerial methods 
clear economic road blocks from the path 
of industry, states J]. W. Haslett, manager 
of the methods and statistics department 
of Shell Oil Company. 

In Systems and Procedures Quarterly he 
writes that specialists in the field of office 
management should be ready for the “'pa- 
per work’’ revolution (comparable to the 
industrial revolution in the factory) that 
is not only inevitable but necessary. 

He goes on to say that it is important fagpe eaten of hcv competent your ficient. and confidential, service can. eave Woe 
that we learn to describe our methods in office force may be .. . month after month! : 
plain language so that management can PD pledge rece A regio: hor Bert | 
adopt them easily and to the best advan- sy. etna we eculaa Gilead fee gon 
tage. roll work. 

He warns that people working with Sys- Furthermore, you cut payroll production 
tems and procedures must be sure, how- costs because you pay only for the time these 
ever, that any changes are sound in practice machines are working for you! 


NOW! 
Cut heavy payroll 
production costs 


. .. by having your payroll records 
prepared the modern, efficient way! 


. it cannot possibly compete with our 
Send for this 


FREE 


informative 


brochure now! 


Your complicated payroll registers and other Other tabulation services: Let us tabulate 


as well as theory. 


Business Executives Must 


Consider Future Economy 

Although present indications point to a 
continuance of good business for the larger 
corporations during the last half of 1950, 
increasing labor and Operating expenses 
may reduce profits for the smaller com- 
panies, Henry H. Heimann, Executive 
Manager of the National Association of 
Credit Men says in his Monthly Business 
Review. 

Executives should realize that while at 
present trade is good, industry is still 
working off some accumulated postwar de- 
mand for goods and that a part of the ac- 
tivity we are now enjoying Is due to ZOv- 
ernment expenditures, Mr. Heimann 
warned 

If it were not for these artificial stimuli, 
the tempo of trade would be much slower 
and the problems of business more dith- 
cult, the head of the nation-wide organ- 
ization of credit executives said 


Electronic Economy 

The 1948 Census of Business, now be 
ing tabulated in Washington, has been 
able to attain spectacular clerical econo 
mies through a new use of the electronic 
calculating machine. From past experi- 
ence they know that a concern in any 
given line of business is likely to have 
x employes per thousand dollars of 
sales. Errors in the sales figures or num- 
ber of employes throws this ratio out 
of place. From past experience they 
know the normal range of this ratio. 

The electronic calculator—at the rate 
of 300 a minute—computes and checks 
these ratios, if they are within the pre-set 
range the cards go through, if not, the 
cards are thrown aside for special in- 
spection w hich normally had to be done 
by hand at much greater cost 


payroll data are proved accurate before you re- 
ceive them—and they are delivered to you on 


your sales, orders, prices, costs, inventories, 
vouchers, special reports and other statistics— 


time, 


Why not get rid of those payroll headaches 
how much this 


once and for all? Find out 


just as we have been doing for many of 
America’s leading firms for half a century 
Write to: 


Recording and Statistical Corporation 
CHICAGO + BOSTON + DETROIT + MONTREAL + TORONTO 
100 Sixth Avenue, New York 13, N. Y. 











Your 


Annual 


Report 


AND 


YOUR 


STOCKHOLDERS 


A N annual report should be more than a financial 
statement. It can tell the story, clearly and graphi 
cally, in words and in pictures, of your operations It 
should create increased interest and support of stock- 
holders and employees. 

Our designers and printing craftsmen have the skill 
and experience to give your report that additional 
measure of effectiveness. 

Qur organization operating seven plants which 
span tl 


Call or write today: 


continent, is not far from your home office 


Financial Printing Department 


The Cuneo Press, Inc. 


2242 Grove Street ¢ Victory 2-2100 
Chicago 146, Illinois 











*OPPORTUNITIES+ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 


Address box number replies to 


THE CONTROLLER 


One East Forty-Second Street 
New York 17, N. Y 


Replies will be forwarded. 
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Life Firms’ Earnings Rise 
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Business Can Wield Total Diplomacy 
Fortune Publisher Tells Controllers 


MERICAN BUSINESS can use ‘total busi- 
A ness diplomacy” and maintain tree- 
dom all over the world, according to C. D. 
Jackson, publisher of FORTUNE maga- 
zine, by building up foreign earning and 
purchasing power, through industrial de- 
velopment abroad. Addressing the New 
York City Control of the Controllers In- 
stitute of America recently, Mr Jackson 
cited as one example the United States of 
Indonesia. 

‘This new republic,” he pointed out, “is 
less than six months old, has 75 million 
people, and is desperately poor. It has no 
industry, yet needs everything from paper 
clips to locomotives. One item it needs is 
2,640,000 shovels; they could be bought 
in the U.S.A. for $514 million—or they 
could be made in Indonesia, in a US.- 
built plant, with U.S. purchased steel, for 
around $1 million. 

“The American decision is over this: Do 
we go for the fast buck now, with no real 
improvement in the native’s standard of 
living, or do we settle for 25 cents cash 
now, plus the income from a functioning 
Indonesian plant—plus the fact that 75 
million people with slowly increasing earn- 
ings will want to buy more goods from this 
country? We cannot afford another 75 
million Communists. 

Remarking that Paul Hoffman has urged 
that U.S. imports from Europe be increased 
by about $1 billion by 1953, Mr. Jackson 
continued, “Of this billion, only $400 
million is in goods competitive with our 
own American products—or about one 
third of one per cent of the wholesale value 
of U.S That 
amount cannot conceivably disrupt Amer- 
U:S.- 


production for one year 


ican national economy, but to let 


European trade drop to a lower level 
would not only throw Europe into chaos 
but it would also cause this country a 
more serious loss in exports than it could 
cause in displaced sales brought about by 
increased imports. 

“If we believe in Total Business Di- 
plomacy, we must accept the consequences 
and not do what so many of us have done 

agree in principle but act as if the prin- 
ciple applies to every other businessman 
but ourselves.” 

Americans should not worry about pro- 
voking ’ the Russians into war, the spcaker 
cautioned, saying, ‘If better provoking is 
to be done, they will do it, and if war is 
to come, it will be at the time and place of 
their choosing. Let us realize that the 
right decisions need not be compromised 
if they can be implemented, and that the 
right actions will be a warning and a hope 
all over the world. 

‘Far from containing Soviet Russia with 
our kind of world, we are actually an 
island surrounded by a Russian ring. But 
as Americans we must believe that some- 
thing can be done about it. In Western 
Europe, for example, ECA dollars have 
done a good job. In Greece and Turkey, 
arms and military advice have done a good 
job. But there may be graver situations 
where these devices may be inadequate, 
and where armed action by us—not by 
Greeks or Berliners—may seem the right 
dec sion. : 

“Successful American missions, instead 
of provoking war, will be the strongest 
and most universally understood and ac- 
cepted provocation for peace that we can 
produce in the fantastic world we live in 
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Why general managers get cagey 


With that kind of information, the 
General Manager can plan with 


I1’S SOMETHING FIERCE the way in- 
ventory uncertainties gang up ona 
General Manager. 

If current sales aren't up to 
scratch and he doesn’t Anow it in 
time, he may schedule too much 
production, 
that he could fill, he may overesti- 
mate his materials requirements. 


e may refuse orders 


To make informed judgments, 
the General Manager must have 
prompt, accurate information on 
current sales, current orders, fin- 


This is the magic McBee Keysort card. 
With your present personnel, without costly in- 


ished goods, work-in-process and 
materials. If one gets out of hand, 
his whole inventory situation will 


get snar led 


McBee Keysort provides the in- 
formation needed for rigid con- 
trol by reporting daily, at less cost 
than any other method 

/. What is selling, what is not 

2. What is on hand, how long it’s 

been there 
3. What to produce or purchase 


and when 


stallations, McBee Keysort provides you with 
accurate and useful management controls at 
less cost than any other system. When notched, 
the pre-coded holes along the edges make this 


card mechanically articulate. They make it easy 
classify it... file 
it... find it... use it... quickly and accurately. 


to collect a wealth of data... 


295 Madison Avenue 
The McBee Company, Lid 


more assurance, minimize capital 
risk, save himself time, money, 
work, worry. Simple, inexpensive, 
flexible McBee machines and meth- 
ods are putting accurate day-to- 
day information at his fingertips. 


That's why McBee sales have 


multiplied sixfold in a few years 
Ask the McBee man near you to 

tell you frankly whether or not 

McBee can help you. Or write us 


THE McBEE COMPANY 


Sole Manufacturer of Keysort—The Marginally Punched Card 
New Y 


rk 17. NY. Offices in principal cities 


11 Bermondsey Road, Toronto 13, Ont., Can 














To the ACCURACY, DEPENDABILITY and 
SPEED of Allen-Wales adding machines have 
aKoht aes of-1-) atar-(e lo l-Yo Mb aclolot-soaMe—ia'abb ate m-b atom o}(-T-t-) bate; 
color—the bright look for the right figures. 


ALLEN W WALES 


ALLEN-WALES ADDING MACHINE DIVISION | 
THE NATIONAL CASH REGISTER COMPANY 
. 444 MADISON AVENUE | ae | 
NEW YORK 22, N. Y. 





